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I. 

Q1: 

Al:  

42: 

A2: 

43:  

A3: 

INTRODUCTION: 

Please state your name, occupation, and business address. 

My name is Robert T. Hardcastle. I am an owner and President of Brooke 

Utilities, Inc. (“Brooke”) and Managing Member of Brooke Resources, LLC 

owner of Circle City Water Company LLC (“CCWCo”). My business 

address is 3101 State St., Bakersfield, CA 93308. 

Briefly describe your responsibilities as President of Brooke Utilities, 

Inc. and Managing Member of Brooke Resources, LLC. 

I am responsible for the financial, managerial, administrative, operational, 

and regulatory compliance and performance of Brooke Utilities, Inc. and 

two subsidiary Arizona public service companies. 

Please describe your educational background and professional 

experience. 

I received a Bachelor of Arts degree in economics from University of 

California, Los Angeles in 1976; a Master’s degree in business finance from 

The Drucker School, Claremont Graduate University in 1984; I have 

completed numerous post-graduate classes and credits at the University of 

California, Berkley (2006-2009) in international environmental regulation; 

and, attended law school from 1992-1994 at the California Pacific School of 

Law. 

I have operated in my current capacity and primary responsibilities for 

Brooke Utilities, Inc. and its related companies, numerous subsidiaries and 

affiliates continuously since October 1995 in Arizona. I also operate as an 

officer for two international subsidiaries which I co-founded with colleagues 

~ ~~ ~~~ ~ 
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from our corporate parent. I regularly attend various water utility industry 

conferences and educational programs and successfblly graduated from the 

National Association of Regulatory Commissioners (“NARUC”) rate school 

twice in 1999 and 2005. Since 1995 I have been closely involved in no less 

than seven rate applications of Class B, C, and D water utilities and testified 

at regulation hearings and proceedings on numerous occasions. 

11. PURPOSE OF TESTIMONY 

Q4: What is the nature and scope of your testimony? 

A4: I am testifying as the primary officer representing CCWCo in Docket W- 

035 1 OA- 13-0397 and prepared the Application for Deletion of the 

Certificate of Convenience and Necessity (“CC&N”), which is the subject of 

this proceeding, and responded to the various pleadings related to that 

Docket including the recently filed Response to the Motion to Dismiss. I 

also prepared the Application for Extension of the CC&N in related Dockets 

W-03 5 1 OA-05-0 146 and W-03 5 1 OA-05-0 145 in 2005. I have been closely 

involved with all the parties in this proceeding for many years and wrote or 

co-wrote most of the documents related thereto. 

Q5: Please summarize your position as it relates to CCWCo and the Lake 

Pleasant 5000 Project (the “Project”). 

In late 2004 I responded to inquiries from representatives at Harvard 

Investment Inc. (“Harvard”) concerning their interest in developing a large 

project near our CCWCo water system located in northwest Maricopa 

County. Our discussions and efforts culminated in an Application to extend 

CCWCo’s CC&N approximately five miles north to encompass the Project. 

Ultimately, the Arizona Corporation Commission (“ACC or Commission”) 
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approved the Application and issued Decision No. 68246 dated October 25, 

2005. Although CCWCo was a small water utility company serving about 

170 customers at the time, Harvard assured CCWCo and the Commission of 

its intent to immediately develop the Project and service its prospective 

10,000 new customers. CCWCo regarded the Project as an opportunity to 

better serve its existing customers and, at the same time, extend its business 

interests on a larger scale. At the time CCWCo argued forcehlly against the 

additionally imposed ACC condition that “positive impact” of the existing 

customers must be proven in its next rate case. CCWCo desperately needed 

rate relief since customer rates had not been modified since 1988l. The ACC 

“positive impact” condition presumed that rate relief would be forthcoming 

to CCWCo as soon as the Project was under way and interconnection 

facilities between the new and existing water system could be proven to 

provide a supply, storage, and infrastructure redundancy to its existing 

customers. CC WCo was unsuccessful in arguing against the “positive 

impact” condition with the ACC and, today, still suffers from the imposition 

of that condition. Much to the surprise of all the parties Harvard never 

developed the Project. Whether Harvard ever really intended to develop the 

Project, or not, is unknown. Hopefully, some light will be shed on that 

question in this proceeding. After no contact, status update, or other 

communication from Harvard for nearly eight years, CCWCo engaged 

Harvard in April 2013 as to the status of the Project. Harvard explained to 

CCWCo that the Project was no longer viable, little work had been done on 

the Project, no construction of Project facilities had been started, and that it 

could not determine whether the Project would ever be developed or not. 

Harvard indicated that it had not yet even developed a construction schedule 

1 See Exhibit 6, Staff Report dated June 28,2005, at page 1, second paragraph 
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for the Project. Harvard agreed with CCWCo that the Project needed to be 

unwound and terminated immediately and volunteered to support this effort 

by paying for as much as half of the legal, engineering, and other expenses 

related to such an unwinding. Harvard is the controlling owner of the Project 

and CCWCo had no reason to believe that Harvard could not make this 

decision. As a consequence of that meeting CCWCo engaged counsel and 

professional engineering staff to begin termination of the Project. Four 

months later, Harvard informed CCWCo that its non-controlling partner in 

the Project, heretofore completelv unknown and undisclosed to CCWCo, 

determined the Project was viable. Harvard reasserted its demand for water 

service for the Project under the previously made arrangements. The parties 

tried to negotiate a settlement but those efforts were not successhl. 

Surprisingly, Harvard also offered to sell the Project to CCWCo which, in 

my opinion, suggests its level of confidence in the Project’s viability. 

What has been the impact on CCWCo of Harvard’s failure to develop 

the project as the various parties expected in 2005? 

The impact on CCWCo has been devastating. The financial impact of this 

matter has left CCWCo in a position to question whether it is a fit and proper 

entity to ever serve more customers than it currently serves. It is difficult to 

imagine how CCWCo could ever hlly recover from the impact of the last 

ten years. 

What are CCWCo’s annual revenues from water sales and customer 

accounts? 

Q6: 

A6: 

47:  

A7: Approximately $63,000 per year. 

~~~~~~ ~ 

W-03510A-13-0397 
Direct Testimony of Robert T. Hardcastle 

Page 5 



QS: What have been CCWCo’s operating losses during the period since 

Decision No. 68246 has been issued? 

CCWCo has lost approximately $1,026,000 since the Decision has been 

issued. 

What extraordinary expenses have been incurred by CCWCo during 

this period in support of the Project? 

In order to support the Project with the anticipated use of Central Arizona 

Project (“CAP”) water fiom the Central Arizona Water Conservation 

District (“CAWCD’), CCWCo has expended approximately $77 1,000 since 

2005. For a small utility with $63,000 in annual revenues such a burden is 

insurmountable. 

A8: 

Q9: 

A9: 

QlO: How has CCWCo been able to afford to make such payment to 

CAWCD? 

A10: Through annual borrowings from CCWCo’s parent companies and equity 

partner advances. Without these sources of capital it would have been 

impossible for CCWCo to make such payments. 

Q1 1: Are capital advances available to CCWCo in the future? 

A1 1 : It is not likely. The partners related to Brooke, Brooke Resources, LLC and 

CCWCo are tired of advancing funds for a water source for a Project that 

Harvard can’t even tell us whether or not it’s going to be built. 

Q12: Has Harvard offered to pay for or reimburse CCWCo for CAP water 

supply costs related to the Project? 

A12 No. 
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Q13: Are the costs of CAP water charges recoverable from customers? 

A 13 : Under the conditions that exist at CCWCo, no. 

414: Can the aggregate costs of CAP water charges since 2005 be mitigated 

in any other way? 

A 14: Not to any large extent. 

111. 2013 Discussions with Harvard 

Q15: During the period 2005 through mid-2013 did Harvard ever contact you 

to discuss the ongoing status of the Project? 

A15: Never. 

Q16: Did you engage Harvard in discussions for same? 

A16: Yes. In April 2013 I arranged a meeting at Harvard’s offices in Scot tsde 

for the purpose of discussing the status of the Project. 

Q17: Who did you meet with? 

A1 7: Chris Cacheris (“CC”) of Harvard. 

Q18: Can you elaborate on the nature of that meeting? 

A18: Yes. CC responded to my inquiry about the Project status by telling me of 

the severe economic conditions that prevailed in the general Phoenix area for 

the last several years. In some instances these economic circumstances 

extended to other areas of the United States as well. Sitting comfortably in 

his conference room and using his laser pointer on a wall map CC discussed 

some of the various projects that were pending around the metropolitan 

Phoenix area and discussed the development status of each. CC explained 
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that Harvard had several development opportunities at the time but was 

“property rich and cash poor” at the moment - they simple didn’t have the 

available finds to develop any of the projects under the risk conditions that 

existed in the market at that time. This discussion ultimately focused on the 

Project. CC explained that metropolitan growth had not encroached 

anywhere near the Project area as of yet and he didn’t know that it ever 

would. I asked CC for his opinion about the disposition of the Project. He 

replied that it was not likely the Project would ever get developed because it 

was unviable. He advised that we should cooperate with one another toward 

the “unwinding” and termination of the Project. I agreed. Further, CC of 

Harvard offered to pay half the costs related to unwinding and terminating 

the Project. 

Q19: Did CC ever reference needing to discuss this matter further with 

another Harvard representative? 

A19: No. In fact CC was so emphatic with his direction to unwind and terminate 

the Project that it left no doubt whatsoever, in my mind, that the course of 

action was clear - unwind and terminate the Project and Harvard would pay 

half of the costs related thereto. 

Q20: Did CC ever mention or reference another partner or owner in the 

Project? 

A20: No. 

Q21: Did CC ever mention or reference the Maughan estate of Trustees of the 

Maughan estate? 

A21: Never. 

W-03510A-13-0397 
Direct Testimony of Robert T. Hardcastle 

Page 8 



422: At that time did you know Haward had a partner in the Project? 

A22: No. 

423: Do you know when Maughan became an owner partner in the Project? 

A23: No. I recall CC explaining that there had been some confusion or missed 

timing in Harvard taking advantage of various Project options over the years 

that defaulted to Maughan’s ownership in the Project. 

Q24: As of today, do you know the partnership/ownership arrangement 

between Harvard and Maughan on either Phase I or Phase I1 of the 

Project? 

A24: No. 

Q25: What happened next? 

A25: On or about May 3, 2013 CC of Harvard called myself and later confirmed 

in an electronic message (“email”) that further consideration by the Project 

partners resulted in a decision to “hold” all hrther work related to 

unwinding or terminating the Project. Harvard explained that a partners 

meeting would soon be convened to discuss and confirm its previous 

“unwinding” decision and direction. Because some legal and engineering 

work had already been started and/or completed2 CCWCo replied with 

astonishment at Harvard’s latest instruction. CCWCo advised Harvard that it 

was proceeding with the work previously directed by Harvard on the basis 

that “the Project was not viable and that unwinding the Project was the only 

See Exhibit 1, Agreement to Terminate Contractual Relationship 2 
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reasonable thing to Later on August 6, 2013 CCWCo met with 

Harvard in their Scottsdale offices at 1O:OO a.m. to discuss this matter 

further. In attendance was myself, CC, and Craig Krumweide (“CIS”) of 

Harvard. Harvard explained that a partners meeting had been recently 

conducted and that a reverse decision had been made that the Project was 

now “viable” as determined by its non-controlling partner. CK explained 

that Harvard’s position had not changed but that their partner had raised 

objections to Harvard’s directions to unwind the Project. CK indicated that 

their current position was that they did not want to unwind or terminate the 

Project. I ask both CC and CK how a project goes from being “not viable” to 

being “viable” in the short course of four months. They explained that the 

non-controlling partner disagreed with their unwinding assessment and 

wanted to proceed with the Project. 

426: Did you follow-up that discussion with Harvard with additional 

questions? 

A26: Yes. I ask CC and CK collectively several questions, including: Are 

architects or engineers currently working on Project drawings? They replied 

“no”; Have Project entitlements all been completed? They replied, “some 

entitlements are complete”; When will Project grading start? They replied 

“they didn’t know”; When is the pipeline construction scheduled? They 

replied, “they didn’t know”; and, “When will CCWCo be selling water? 

They replied, “they didn’t know”. 

Q27: What else did Harvard say about the Project status? 

See Exhibit 2, Staff Report (revised), page 3, second paragraph, attachment to Staff‘s Notice of Filing of 3 

Direct Testimony. 
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A27: Harvard indicated that is still believes the Project is not viable or may not be 

viable for at least ten years. They also said that no construction schedule had 

been developed and that there was no plan to develop one. Harvard said they 

didn’t know, if ever, CCWCo would be selling water to the Project? 

428: Did you ask Harvard any final questions? 

A28: Yes. I ask Harvard to explain that since 2005 CCWCo has been carrying, 

without reimbursement, the costs of CAP water [to support] a Project that 

was not viable four months ago but is viable now; a Project where no 

development schedule exists; and, a Project where we cannot ascertain when 

water would be sold. I ask Harvard, “why would CCWCo or any other 

business do that?” Harvard replied, “they didn’t know any other business 

that would do that”. 

Q29: What were your conclusions following the meeting? 

A29: I was astounded at how such a supposedly sophisticated international 

developer could be so badly informed and, seemingly, completely at a loss 

to explain the future direction of such a Project. Frankly, I regarded 

Harvard’s explanation very warily and with a great deal of doubt. Harvard 

wanted to know “why we had our backs up?”. Incredulously, I replied that 

we have an asset connected for use to a Project that we have paid nearly 

$550,000 since 20054 and we want a return on the ongoing investment or 

repayment of our expenses since our relationship with Harvard started. I 

explained, further, that we are concerned because we have a valuable asset 

for which Harvard is plundering that could be of interest to another party or 

another project that is now related to a Project that may remain unviable and 

The value of CAP M&l Charges paid at the time of the meeting. 4 
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for which no current development schedule information is available or has 

been developed. Astonished, I reiterated that “and you really want to know 

why we have our backs up?” 

Q30: What happened next? 

A30: On July 10, 2013 I received an email from CC in reply to my email of the 

day previously reiterating Harvard’s position regarding not wanting to 

terminate the Water Facilities Agreement’ (“WFA”) with CCWCo and 

responding that a capital call had been made to the Project partners to finally 

pay CCWCo’s outstanding legal and engineering invoices related to the 

Project. No further reply from me was necessary. 

Q3 1 : Until this time had Harvard identified its Project partner/ owner? 

A3 1 : No. Not until Harvard and Maughan’s filing for Intervention on December 

11,2013 did CCWCo know the identity of the its Project partner. 

Q32: Does CCWCo know anything of the partnership arrangement between 

Harvard and Maughan on Phases I and I1 of the Project? 

A33: Very little. CCWCo does not know the partnership portions, controlling 

interests, or other partnedentity members that may be involved. 

434: When was the Application for Deletion of the CC&N filed? 

A34: November 19,2013. 

Q35: Why did CCWCo file its Application to Delete its CC&N? 

See Exhibit 3. The WFA was originally dated March 1, 2005. 5 
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A35: CCWCo had no choice. The Project status changed so rapidly between being 

viable and non-viable that it appeared that Harvard did not know as much 

about the Project as you would expect some similarly situated person or 

entity to know. Maughan was a completely unknown commodity and the 

Projects partners’ correspondence and meeting discussions indicated to 

CCWCo that they believed they had no reason to be responsible for the 

impact felt by CCWCo nor the disservice done to its customers. CCWCo 

believes it is not clear whether Harvard ever expects to develop the Project 

or, alternatively, wants to retain CCWCo’s water service commitment for 

the Project - at CCWCo’s expense. CCWCo cannot let that happen. 

IV. The “positive impact” Condition of Decision No. 68246 

436: When was the ‘‘positive impact” condition of Decision No. 68246 first 

effective? 

A36: It was effective when the Decision was issued on October 25,2005. 

Q37: What has been the effect or impact of the “positive impact” condition? 

A37: The “positive impact” condition has been a disaster. It has practically 

rendered CCWCo unable to function and the equity partners of CCWCo 

have been severely impacted. In all fairness to Staff, it was never intended to 

have such an affect. At the time of the Application for Extension of CC&N it 

was clearly stated, and supported by Harvard, that construction would 

commence on the Project by late 2005.6 CCWCo and Staff expected the 

Project to be developed imminently. No party, maybe except Harvard, 

expected the project to not even have a construction schedule developed 

nearly ten years later. In effect, the absence of a Project developed by 

See Exhibit 4, page 4, lines 22-24. 6 
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Harvard rendered the “positive impact” condition a murderous blow to 

CCWCo because, despite its good faith efforts to maintain a CAP water 

supply for the Project, it had no ability to prove a “positive impact” in a rate 

case due to a Project that didn’t exist. 

Q38: Did Harvard favor the “positive impact” condition? 

A38: It did. Interestingly enough Harvard did not capitulate its position on the 

“positive impact” condition until the filing of its Motion to Dismiss on 

August 10, 2015.7 

Q39: Why did Harvard inflict unnecessary additional pain, suffering, and 

financial burden into CCWCO because of its opposition to 

relinquishment of the “positive impact” condition in the Decision? 

A39: That’s a good question without a good answer. I don’t know. Harvard’s 

effort at opposing relinquishment of the “positive impact’’ condition did not 

negatively affect their opposition to the balance of the Application. My 

experience in dealing with Harvard during the last ten years is that some 

decisions are made which can’t be explained, or later are unexplained, or 

later are re-explained. In CCWCo’s view, it doesn’t make any sense for 

Harvard to oppose relinquishment of the “positive impact” condition of the 

Decision - except for hrther business or legal leverage which caused 

CC WCo significant losses, damages, and financial and operational suffering. 

V. The Water Facilities Ameement (“WFA”) 

Q40: What is the WFA? 

See Exhibit 5, page 4, lines 13-19. 7 
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A40: It’s an agreement between a public service corporation and a party seeking 

utility service. It provides for the responsibilities of each party to provide 

services and the other to advance funds necessary to pay for the services. In 

most cases it determines the cost of project improvements. 

Q41: What is the date of the WFA? 

A41: March 1,2005. That’s more than ten years ago. 

442: Was wastewater service to be provided to the Project by CCWCo as 

well? 

A42: No. CCWCo only was responsible for providing water service. 

Q43: Who was to provide wastewater service? 

A43: Supposedly, Harvard was arranging for wastewater service to be brought 

into the Project. In addition to the other many things that Harvard failed to 

provide on this Project, I don’t know whether or not wastewater services 

were ever secured. 

444: How much were the on-site Project improvements expected to cost? 

A44: Approximately $24 million’. 

Q45: How much were the off-site Project improvements expected to cost? 

A45: Nearly $31 m i l l i ~ n . ~  

Q46: Can you shed any light on the other administrative, legal, and 

engineering costs related to the Project? 

See Exhibit 3, section II, paragraph 3. 
/bid 

a 
9 
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A46: Yes. As provided for in Section 11, paragraph 5 of the WFA, Harvard was 

obligated to reimburse CCWCo for costs incurred on their behalf. Those 

costs totaled, to date, 2 
to pay.  

Q47: Did Harvard finally pay these advanced costs? 

A47: Yes. Harvard paid these costs in mid-2013, nearly eight years aRer they 

were largely incurred. It is entirely likely that, had the Project actually been 

developed, additional administrative costs would be owed by Harvard as 

well. 

Q48: Why does Harvard seem to argue that CCWCo cashed their check in 

payment for these costs only after learning that Harvard wanted to 

unwind and terminate the Project and, then later, changed its mind to 

unwind and terminate the contract? 

A48: It a red herring that Harvard would like the parties and the ACC to focus on 

as some sort of wrongdoing by CCWCo. It’s an issue of speculation that I 

am hopehl this Hearing will flush out. Clearly the costs were known, were 

expected to be paid, and were owed by Harvard. CCWCo didn’t accept 

payment for these reimbursed expenses over and above what they incurred 

on behalf of Harvard. CCWCo did not mark-up these costs. 

449: Does the WFA contain a “time is of the essence” provision? 

A49: Yes at Section IX, subparagraph 1 1. 

Q50: Who signed the WFA on behalf of Harvard? 
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A50: Doug Zuber as a Manager of both Harvard 5K, LLC. and Harvard 

Investments, Inc. 

Q5 1 : Is Doug Zuber affiliated with Harvard? 

A51: I don’t think so. I believe Doug Zuber left Harvard sometime a-fter 2005 

under rather dubious circumstances. Harvard would be far more 

knowledgeable of those circumstances and his whereabouts than I would be. 

Q52: Throughout your business arrangements with Harvard during 2004 and 

2005 were you primarily connected to Doug Zuber as the appropriate 

representative of Harvard? 

A52: Yes. 

Q53: What did Doug Zuber explain to you regarding the development nature 

of the Project? 

A53: Doug Zuber assured me, on numerous occasions, that completion of the 

WFA, the Applications, membership in the CAGRD, and the various other 

requirements required under the Decision were “imperative” to complete as 

quickly as possible. Doug Zuber cautioned me on various occasions that 

CCWCo’s delay in the prosecution of any of these requirements would cost 

Harvard money every day. Doug Zuber was emphatic - the Project had to be 

built as soon as possible and that CCWCo would be serving new customer’s 

water by not later than early-2007. On one lunch occasion in early 2006 

Doug Zuber suggested that Harvard might be interested in purchasing 

CCWCo if it would permit CCWCo to accelerate its pace of preparation for 

the Project. As an officer of Haward who signed the WFA, Doug Zuber left 

little doubt in CCWCo’s mind that the intention of the Project was to be 
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built immediately and that any significant delays in development would not 

be tolerated. On another occasion Doug Zuber counseled me that earlier 

completion of the Decision requirements translated to earlier completion of 

the “positive impact” condition. I spoke on the telephone and met with Doug 

Zuber at his Phoenix or Scottsdale offices on many occasions during that 

period of time. 

454: Did you and Doug Zuber ever discuss the burdensome cost of annual 

CAP M&I Charges to CCWCo? 

A54: Yes. I made it clear to Doug Zuber that CCWCo was of a size and capability 

that it could not afford to the pay the burdensome costs of the annual CAP 

M&I Charges indefinitely. Doug Zuber assured me that would not be the 

case since Harvard expected to develop the Project very quickly. 

Q55: Are you aware of any law, regulation, ordinance, or rule that would 

PREVENT or  PROHIBIT Harvard from reimbursing CCWCO for 

some or all of its CAP M&I Charges related to the Project? 

A55: No. None. 

VI. ACC Staff Reports 

Q56: In the original Staff Report dated June 28, 2005’’ the Executive 

Summary indicates that the Phase I portion of the Project, also known 

as Warrick 160, was at  that time intended to be a well field for the 

Project. In the much later issued Staff Report dated October 17,2014” 

the same area is described as “160 acres of land for 78 residential lots”. 

Which is it: a well field or a residential area for 78 lots? 

See Exhibit 6, Executive Summary, first paragraph; also see same Exhibit, page 1, third paragraph 
See Exhibit 7, page 2, top paragraph 

10 

11 
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A56: I am not sure. The initial purpose of the now-described Warrick 160 Phase 1 

area was to be the primary well field for the Project. In the June 28, 2005 

Staff Report, Staff determined that the wells in the well field were located in 

the same aquifer as the existing CCWCo well and should be of the same 

water quality. Sometime during the last ten years it appears that Harvard has 

repurposed that area to act as residential lots. 

Q57: How long have CCWCo’s rates been effective? 

A57: CCWCo’s rates were last modified in 1988 under ACC Decision No. 

55839.12 

458: What is the average monthly cost of water service for a CCWCo water 

customer? 

A58: For the period ending July 201513 the average CCWCo water customer paid 

$26.5 1 for service. That rate has not materially changed for 27 years. 

Q59: According to the Staff Report dated June 28,2005 what is the aggregate 

cost of the Proposed Plant Facilities improvements for the Project? 

A59: Approximately $55 million. 

Q60: How was that sizeable amount going to be financed? 

A60: Through advances fkom the developers and through a Hook-up Fee tariff that 

would be charged to newly connected meters on to the water system. 

Q61: Was CCWCo going to participate in any of the financing related to this 

Project? 

See Exhibit 6, page 1, second paragraph 
See Exhibit 8, CCWCo internal financial statements for the month of July 2015 

12 

13 
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A6 1 : No, as provided for in the WFA. 

Q62: Is the Company and the Project located in an Active Management Area 

(“ AMA”)? 

A61: Yes, CCWCo and the Project are located in the Phoenix AMA. 

Q62: In Staff Report dated October 17, 2014 is there any reference or 

mention of the use of the Phase I Warrick 160 portion of the Project as a 

well field, as it is so referenced in the original Staff Report dated June 

28,2005? 

A62: No. 

463: With regard to the Application what is Staff’s position? 

A63: In the October 17, 2015 Staff Report, Staff has recommended denial of 

CCWCo’s Application as it relates to the deletion of the subject CC&N but 

has agreed with the Company that elimination, termination, or cancellation 

of the “positive impact” condition should be accomplished. 

Q64: Do you agree with Staff recommendations? 

A64: No. 

Q65: Why not? 

A65: CCWCo certainly agrees with Staffs conclusion and recommendation as it 

relates to elimination of the “positive impact” condition. It should be 

obvious to everyone that CCWCo is barred from seeking modified rates 

because doing so is connected to a project that has not been developed. But 

CCWCo adamantly disagrees with Staff that the CC&N should not be 

deleted. 
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466: What are the criteria that Staff uses to access whether or not an existing 

CC&N should be deleted? 

A66: According to Staff “the issues in a deletion proceeding relate to whether the 

applicant continues to be fit and proper with the financial, managerial, and 

technical capabilities to serve the p~bl ic .” ’~  CCWCo has been so severely 

adversely affected by the “positive impact” condition of the Decision, 

because Harvard failed to develop the Project, that its financial resources are 

very limited or non-existent; its managerial capability of operating a 

company with virtually no financial resources is very low; and, its technical 

capabilities are very limited because it can no longer afford to invest in time 

saving processing and procedures that would likely bring cost savings to the 

Company. In short, the “positive impact” condition of the Decision in 

addition to Harvard’s failure to develop the Project has CCWCo barely 

capable of adequately serving its existing 182 customers - but, certainly, not 

an additional 10,000 new customers, or some portion thereof, as represented 

by the Project. Harvard and the ACC have gutted CCWCo’s ability to be a 

fit and proper entity to serve the public represented by the Project. 

VII. Standards of a “Fit and Proper” Entity 

Q67: Consequently, when is an entity no longer “fit and proper” to serve the 

public? 

A67: My docket and legal research into this matter have yielded the conclusion 

that the answer to this question is: it depends. The conclusion of “fit and 

proper” is made based on the circumstances that exist in the proceeding. It is 

a conclusion that is made on a case-by-case basis. What may be applicable 

See Exhibit 7, October 17, 2014 Staff Report, page 4, sixth paragraph 14 
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in one case may likely not be applicable in the next case. It depends on the 

financial resources of the entity and the managerial experience of the 

company. 

Q68: Has the Commission or Staff or any other organization made any 

assessment, analysis or performed any tests on CCWCo to determine 

whether or not it is a “fit and proper” entity to serve the public on the 

Project? 

A68: No, and that’s what makes the Staff October 17, 2014 Staff Report 

unacceptable. They have formed a conclusion as to the ability of CCWCo to 

serve the public, including the 10,000 new customers represented by the 

Project, without any analysis or performing any tests upon the capability of 

CCWCo to be a “fit and proper” entity. Staff has just assumed that CCWCo 

is a “fit and proper” entity capable of serving Harvard’s prospective 10,000 

customers at some future time. 

Q69: Has there been any regulatory proceeding or any docket opened in the 

matter of investigating whether or not CCWCo is a “fit and proper” 

entity? 

A69: No. That’s what is uniquely unfair about this matter. Staff has concluded, 

without performing any analysis that CCWCo is a “fit and proper” entity 

without any investigation. 

470: What does “fit and proper” mean as it relates to the Application? 

A70: The term “fit and proper” is used extensively through legislative, legal, and 

regulatory manuals, documents, and proceedings to generally suggest that an 

entity has the integrity and resources necessary to properly serve the public. 
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In Docket No. 20 15A-EMS-0 190-DHS an administrative hearing was 

convened to determine whether or not Maricopa Ambulance, Inc. was a “fit 

and proper” entity to serve the public with emergency services. At page 2, 

section B, therein, the Notice of Hearing states that Arizona Revised Statutes 

(“ARS”) tj 36-2233(B)(3) is the requisite statute to determine whether or not 

the applicant is a “fit and proper” entity. The Notice goes on to say that “Fit 

and Proper” means that the Director determines that the Applicant has the 

expertise, integritv, fiscal competence and resources to provide the 

proposed ambulatorv service in the proposed area.”‘5,‘6Thereafter, ARS tj 

36-2233 (B)(3) indicates that an entity must be “fit and proper” in order to 

qualify for a certificate to offer emergency ambulatory services in a 

particular service area.17 Further, in the Commission’s own documents it 

references the requirement of an entity being “fit and proper”. In the 

Commission’s Application for Certificate and Necessity for Competitive 

Retail Electric Services it states that “One o f  the criteria used to determine 

i f  an entitv is “fit and proper” is that the utilitv’s current and projected 

financial health must be sound.”18 

471: Prior to its conclusion in Staff Report dated October 17, 2014 has the 

Commission made any effort to show whether CCWCo is a “fit and 

proper” entity in terms of providing public services to the Project 

service area? 

See Exhibit 8, page 2, lines 13-15. 
See State of Arizona Emergency Medical Services and Trauma System, Certificates for Ambulatory Service, 

page 2 of 4: “Fit and proper means that the Director determines that an applicant for a certificate of necessity or a 
[an existing] certificate holder has the expertise, integrity, fiscal competence and resources to provide ambulatory 
service in the service area.” 

15 

16 

See ARS 36-2233(B)(3) 
See ACC “Certificate of Convenience and Necessity for Competitive Retail Electric Services, page 2, last 

17 

18 

paragraph. 
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A71: No. 

Q72: In your opinion, should such a showing be made before a conclusion can 

be reached in this Application? 

A72: CCWCo believes the Application for Deletion should be approved. 

However, in the alternative no conclusion should be reached by Staff that 

results in a Recommended Opinion and Order (“ROO”) to the Commission 

whereby denial of CCWCo’s Application is decided without some fair 

showing of the “fit and proper” capability of CCWCo to service the Project 

public. 

Q73: In your opinion, is CCWCo “fit and proper” to serve the existing 182 

customers represented by CCWCo’s current water system? 

A73: Yes. 

Q73a:In your opinion, is CCWCo “fit and proper” to serve the prospective 

10,000 customers represented by Harvard’s Project? 

A73a: No. The difference between serving 182 customers and an additional 10,000 

customers is significant and requires a completely different kind of 

organization, staff, operational capabilities, and financial resources that 

CCWCo does not have, in large part, because of the erosion of its financial 

capabilities due to the “positive impact” condition of the Decision and 

Harvard’s failure to build the Project when they said they would. CCWCo is 

confident it can serve well and accommodate its existing customers. It does 

not have the same confidence of the prospective Project customers. 

Q74: What are the capabilities of CCWCo in order to meet the test of being 

“fit and proper”? 
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A74: On the attached internally generated financial statements dated July 31, 

201519 it becomes evident fiom the balance sheet and income statement of 

the Company that it is not in a position to continue to provide financing for a 

Project that may never get built. 

Q75: Can you describe or summarize the referenced financial statements of 

CCWCo? 

A75: Yes. It can be seen fiom the Balance Sheet that CCWCo has significantly 

negative equity, substantial liabilities, and small rate base of operating utility 

assets. In July 2015 CCWCo had revenues of $5,144; expenses that exceed 

$10,000; and a loss of $6,712. This month is a fairly typical month for the 

Company. 20 15 year-to-date losses exceed $54,700 and the losses at the end 

of December 2014 exceed $78,000. The Company’s current ratio is .0154 to 

1 - far less than the industry standard required to define a financially healthy 

company. The Company’s net worth is less than negative $867,000. Clearly, 

CCWCo is not in a financially strong position that meets any of the criteria 

expressed above as being a “fit and proper” entity. 

Q76: Why do you think Staff did no analysis of the “fit and proper” condition 

of CCWCo before it reached its conclusion in the Staff Report dated 

October 17,2014? 

A76: I don’t know. I’d like to know the answer to that question as well. 

Q77: In conclusion, can you summarize CCWCo’s position as it relates to 

being a “fit and proper” entity capable of serving the Project? 

See Exhibit 9 19 
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A77: Sure. Simply, it isn’t. If the Project had been developed timely, as all parties 

expected, the erosion of financial resources at CCWCo would have been 

serious but modest - likely despite the inclusion of the “positive impact” 

condition in the Decision. CCWCo probably could have deferred enough 

expenses and investment to cooperate in the development of the water 

system interconnection that would have sufficiently demonstrated the 

“positive impact” of the Decision. At some point the interconnection of 

additional water supplies and water storage resulting from the Project would 

been sufficient to make Staff comfortable that a “positive impact” could be 

shown. CCWCo could have thereafter prosecuted a rate proceeding that 

would have modified the existing rates. In fact, such a rate proceeding likely 

could have been completed two or three times in the intervening years. In 

addition to the Hook-Up tariff that was related to the Decision, CCWCo 

would have been in a far different condition to operate and manage the 

Project than it is now. At the current time, something has to drastically 

change in order for CCWCo to move forward. CCWCo believes the absence 

of the planned Project, which would have been its lifeline to future financial 

prosperity, was irresponsibly trashed because Harvard may have wanted to 

preserve the value in the Project so that it could be re-sold to another owner 

at a hture date. That value couldn’t be preserved without a commitment for 

water service. and, in this case, the water service requirements of the AMA 

could not have been met without membership in the CAGRD. That required 

CCWCo’s CAP water allocation to which no equivalent alternative was 

available. Harvard and its ownership partners have caused CCWCo 

enormous financial damages, eroded partnership financial position, and 

rendered it barely capable of being able to responsibly serve its existing 182 

customers. CCWCo is on life support because of Harvard and the “positive 
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impact” condition of the Decision. The ONLY responsible alternative to 

CCWCo’s dilemma is to approve its Application including the elimination 

of the “positive impact” condition and allow it to seek modified customer 

rates that slowly regain its financial independence. It is hard to understand 

how any unbiased, objective party could view this situation differently. The 

Commission and Staff should realize that even the best intentioned decision 

conditions can have consequences - severely penalizing consequences - if 

all parties to a decision do not keep their end of the bargain. I am clearly 

reminded of CK’s comment as to why CCWCo “has their backs up”. I 

remain mystified. 

Q78: Does this conclude your testimony? 

A78: Yes it does. 

END 
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EXECUTIVE SUMMARY 
CIRCLE CITY WATER COMPANY, L.L.C. 

DOCI(ET NO. W-0351OA-13-0397 

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City” or “Company”) 
fled an application with the Arizona Corporation Commission (“ACC” or ccComn-iission’’) 
requesting approval to delete approximately 5,042 acres of its Certificate of Convenience and 
Necessity (“CC&N”) as extended by Decision No. 68246 and to delete the Decision’s requirement 
for the Company to demonstrate in its next rate case ftling that its existing customers have been 
positively impacted by the addition of new water facilities necessary to serve the extension area. 

The purpose hereof is to adopt the Utility Division’s (“Staff”) Staff Report filed on October 
21,2014, as Staffs direct testimony in this docket. 

Circle City is an Arizona Corporation in good standing with the Commission’s Corporation 
Division. The Company’s water system has adequate production and storage capacities to serve the 
present customer base and reasonable growth in the Company’s certificated area. However, the 
Company’s water system is not in compliance with Arizona Department of Water Resources 
(“ADWR”) requirements as the Company failed to fde a System Water Plan. 

Staff recommends the Commission deny Circle City’s application for deletion of a portion of 
its CC&N w i t h  Maticopa County, Arizona, to provide water service. Staff also recommends that 
the Commission eliminate the requirement set forth in Decision No. 68246 that the Company 
demonstrate in its next rate case tiling that its existing customers have been positively impacted by 
the addition of new water fadties necessary to serve the extension area. Staff further recommends 
that the Company file with Docket Control, as a compliance item in this Docket by June 30, 2015, 
documentation from ADWR indicating that the water system is compliant with departmental 
requirements governing water providers and/or community water systems. 
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I. 

Q. 

A. 

Q. 
A. 

INTRODUCTION 

Please state your name, business address, by whom and where you are employed and 

in what capacity. 

My name is Blessing Nkiruka Chukwu. My business address is 1200 West Washington Street, 

Phoenix, Arizona 85007. I am employed by the Utilities Division (IlStaff’) of the Arizona 

Corporation Commission (“ACC” or “Commission”) as an Executive Consultant 111. 

Please describe your educational and professional background. 

I received a B.S. in Accounting and a M.B.A. in Finance from the University of Central 

Oklahoma. I was employed for over eight years by The City of Oklahoma City (“City”) in 

various capacities. For approximately eight years of my employment with the City, I was an 

Administrative Aide with the responsibility of overseeing the various Environmental 

Protection Agency’s mandates on Stormwater Quality within the Corporate City limits. Prior 

to being an Administrative Aide, I was a Budget Technician where I was responsible for 

reviewing, analyzing, and recommending budget requests and/or proposed budget, fund 

transfers, appropriations and/or any other budget related issues proposed by assigned 

departments. Prior to joining the Commission, I was employed by the Oklahoma 

Corporation Commission (“OCC”) for five years in the Public Utility Division where I held 

various Public Utility Regulatory Analyst positions of increasing responsibilities. My 

responsibilities at the OCC included processing applications consisting of rates and charges, 

streamline tariff revisions and requests for Certificates of Convenience and Necessity 

(“CCtkN”) fled by local exchange telecommunications companies, payphone providers, 

resellers, and operator service provides. I also reviewed mergers and acquisitions, 

Interconnection Agreements (including Arbitrations), and performed special projects as 

requested by the Director of Public Utility Division and/or the Commissioners. 
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Q* 
A. 

Q- 
A. 

Q. 
A. 

11. 

Q. 
A. 

III. 

Q. 
A. 

Q. 
A. 

How long have you been employed with the ACC? 

I have been employed with the ACC since May 27,2003. 

What are your responsibilities as an Executive Consultant III? 

I perform special projects for the Director’s Office which include, but are not limited to, 

serving on the case teams; development of policies and procedures for appropriate regulatory 

oversight of public utilities; review applications for CC&N, and writing Staff Reports and 

Testimony. 

Have you testified previously before this Commission? 

Yes, I have testified before this Commission. 

PURPOSE OF TESTIMONY 

What is the purpose of your testimony? 

The purpose of my testimony is to adopt the Staff Report filed on October 21, 2014, as 

Staffs direct testimony in this docket. 

STAFF REPORT 

Please describe the attached Staff Report, Exhibit BNC-1. 

Exhibit BNC-1 presents the details of Staffs analysis and findings and is attached to this 

direct testimony. Exhibit BNC-1 contains the following major topics: (1) Introduction, (2) 

Background, (3) The Requested CC&N Deletion Area, (4) Circle City Position, (5) Maughan 

Revocable Trust (“MRT”), Lake Pleasant 5000, L.L.C. (“LP5K) Position, (6) The Water 

System, (7) Special Service Tariffs, and (8) Staff Analysis of the CC&N Deletion Application. 

Does this conclude your direct testimony? 

Yes, it does. 



EXHIBIT BNC-1 

RECElVED 

MI4 OCT 2 I P 3: 39 

Date: October 21,201 4 

RE: CORRECTED STAFF REPORT FOR CIRCLE CITY WATER COMPANY L.L.C. - 
APPLICATION FOR DELETION OF PORTIONS OF ITS CERTIFICATE OF 
CONVENIENCE AND NECESSITY AND THE REQUIREMENT TO FILE A 
RATE APPLICATZON PURSUANT TO DECISION NO. 68246 
(DOCKET NO. W-0351OA-13-0397) 

Attached is the corrected Staff Report for Circle City Water Company L.L.C.'s application 
for deletion of portions of its existing Certificate of Convenience and Necessity and the requirement 
to file a rate application pursuant to Decision No. 68246. Staff is recommendmg denial. 

The original Staff Report docketed on October 17,2014, inadvertently contained two page 
4s. On page 5, a typographical error was also corrected. 
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EXECUTIVE SUMMARY 
CIRCLE CITY WATER COMPANY L.L.C. 

DOCKET NO. W-0351045-23-0397 

On November 19,2013, Circle City Water Company L.L.C. (“Circle City” or “Company”) 
filed an application with the Arizona Corporation Commission (“ACC‘ or “Commission”) 
requesting approval to delete approximately 5,042 acres of its Certificate of Convenience and 
Necessity (“CC8cN”) as extended by Decision No. 68246 and to delete the Decision’s requirement 
for the Company to demonstrate in its next rate case filing that its existing customers have been 
positively impacted by the addition of new water facilities necessary to serve the extension area. 

Circle City is an Arizona Corporation, in good standmg with the Commission’s Corporation 
Division, and engaged in providmg water service to approximately 179 customers in portions of 
Maricopa county, Arizona. 

Staff recommends the Commission deny Circle City‘s application for deletion of a portion of 
its CC&N within portions of Maricopa County, Arizona, to provide water service. Staff also 
recommends that the Commission eliminate the requirement that Circle City comply with Decision 
No. 68246‘s requirement for the Company to demonstrate in its next rate case filing that its existing 
customers have been positively impacted by the addition of new water facilities necessary to serve 
the extension area. Staff fkther recommends that the Company file with Docket Control, as a 
compliance item in this Docket by June 30, 2015, documentation from ADWR indicating that the 
water system is compliant with departmental requirements governing water providers and/or 
community water systems. 
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INTRODUCTION 

On November 19,2013, Circle City Water Company L.L.C. (‘‘Circle City” or “Company”) 
filed an application with the Arizona Corporation Commission C‘ACC” or “Commission”) 
requesting approval to delete portions of its Certificate of Convenience and Necessity (“7 as 
extended by Decision No. 68246 and to ‘delete the Decision’s requirement for the Company to 
demonstrate in its next rate case Wing that its existing customers have been positively impacted by 
the addition of new water facilities necessary to serve the extension area. 

On December 11,2013, and January 9,2014, Lake Pleasant 5000, L.L.C. (“LP5K”) and Rex 
G. Maughan and Ruth G. Maughan, Trustees of the Maughan Revocable Trust of 2007 (“‘7, 
respectively, filed an Application to intervene. 

On December 13,2013, and March 12,2014, by Procedural Order, LP5K and MRT were 
granted intervention, respectively. 

In April 2014, the Company provided additional documentation to support its relief 
requested, pursuant to data request issued by Commission Division Staff (“Staff ’). Likewise, LP5K 
also provided additional information. 

BACKGROUND 

Circle City is an Arizona Corporation, in good standing with the Commission’s Corporation 
Division, and engaged in providing water service to approximately 179 customers in portions of 
Maricopa County, Arizona. According to Commission records, the Commission approved the 
original CC&N for Circle City in Decision No. 31121 (August 15,1958) as Circle City Development 
Company. Since then, the assets and CC&N have been transferred a few times. Circle City is now 
owned by Brooke Resources L.L.C. 

Circle City provides water services to both residential and commercial customers. The 
Company’s CCiW covers approximately 8,300 acres (approximately 13 square miles) and is located 
in the western portion of the Phoenix Metropolitan Area, in Maricopa County. 

By this application, Circle City is seeking Commission authority to delete approximately 
5,042 acres of its CC&N, as extended by Decision No. 68246 and to delete the Decision’s 
requirement for the Company to demonstrate in its next rate case filng that its existing customers 
have been positively impacted by the addition of new water facilities necessary to serve the extension 
area. 

THE REQUESTED CC&N DELETION AREA 

The Company’s CC&N is approximately 13.2 square miles in size and is located in the 
western portion of Phoenix Metropolitan Area, in Maricopa County. Precisely, in Section 33 in 
Township 06 North, Range 03 West (referred to herein as the “Circle City’s initial CC&N”), Section 
28 in Township 06 North, Range 03 West (referred to herein as the ‘Warrick 160”) and Sections 5, 
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1 
6,7,8,9,17 and 18 as well as a majority portion of Section 4 in Township 07 North, Range 02 West 
(referred to herein as the “Lake Pleasant 5000”). Lake Pleasant 5000 CC&N area consists of 
approximately 4,882 acre planned development with approximately 10,000 residential units and 300 
acres of commercial development and is located approximately five miles northeast of Ckcle City‘s 
initial CC&N area. Warrick 160 CC&N area consists of approximately 160 acres of land for 78 
residential lots. Warrick 160 is located northeast of Circle City‘s initial CC&N and is adjacent to it at 
one point. Decision No. 68246, issued on October 25,2005, granted Circle City‘s request to extend 
its CC8cN to include Warrick 160 and Lake Pleasant 5000 areas (“the Project”). The subject CC&N 
deletion application would remove from Circle City’s CC8cN all of the Warrick 160 and the Lake 
Pleasant 5000 areas. The proposed deletion areas include approximately 5,000 acres. According to 
Circle City, the Company is not serving any customers in the Warrick 160 and the Lake Pleasant 
5000 areas and none of the intended water system’s plant necessary to serve the proposed deletion 
areas has been constructed.’ 

CIRCLE CITY POSITION 

Decision No. 68246 granted Circle City‘s request to extend its CC&N to serve the Project. 

In its Application to delete CC&N as extended in Decision No. 68246 and its Motion to 
delete the requirement in Decision No. 68246 related to a future rate application, Circle City states 
that it first received an expression of interest to develop the Project known as the Lake Pleasant 
5000 Project from Harvard Investments, Inc. f‘Harvard” or the “Developer”) in 2004. 

In 2005, Circle City and Harvard executed the Water Facilities Agreement (‘‘WFA”) which 
provided water service to Warrick 160 and Lake Pleasant 5000. Subsequently, according to Circle 
City, in November 2007, Circle City and the other ownership partners of Phase I including the 
Developer, known as Warrick 160 U C  for the purposes of this portion of the Project, and the 
Centrai Arizona Groundwater Replenishment District (“CAGRD”) executed the Agreement and 
Notice of Municipal Provider Reporting Requirements for Warrick Property Regarding Membership 
in the Central Arizona Groundwater Replenishment District (the “CAGRD Ageemenr“’). Circle 
City states that as a result of the Agreement, the Developer became a Member Lands in the 
CAGRD and met the requirements for an assured water supply for Phase I of the Project in the 
Active Management Area (“AMA”) of the Arizona Department of Water Resources (“ADWR”). In 
addition, Circle City received an approval to construct (“ATC”) Phase I of the Project in June, 2008. 

On March 2,2005, Circle City filed an application for an extension of its CC&N with the 
Commission to provide public water service to the Project, which was granted in Decision 
No.68246. Th e  Project was to consist of two sections called Phase I and Phase 11. Phase I related 
to 160 acres of land for 78 residential lots located northeast and contiguous to Circle Citfs existing 
CC&N also known as the Warrick 160 portion. Phase 11 related to 4,882 acres located 
approximately five d e s  north of Circle City‘s existing CC&N that would be connected by a series 
of newly developed main extensions, 7.6 million gallons of water storage, Central Arizona Project 
(“CAP”) treatment plant and related appurtenances. Circle City states that the Project was planned 

I See Company’s responses to Staffs First Data Requests. 
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for 1000 dwelling units having peak day demand of more than 5,255 gallons per minute. The 
engineers cost estimate for the combined cost of water infrastructure and onsite dismbution for the 
Project exceeded $55,000,000. 

Circle City states that it now desires to delete the area &om its CC&N because “the Project 
never got developed beyond the initial entitlements phase more than 8 years later, there is no plan to 
develop or construct the Project.” Circle City alleges that in prior interaction it had with the 
Developer in an Apd 12,2013 phone call, the Developer described the Project as “not viable” and 
that the Developer had “indicated that it could be as long as 10 more years before the area around 
the Project might develop.” Circle City further alleged that the Developer agreed with the Company 
to unwind all regulatory and contractual arrangements with Circle City related to the Project 
including the deletion of the extended CC&N; termination of the Water Facilities Agreement; 
cancellation as a Member Lands with CAGRD for Warrick 160, and cancellation of the Maricopa 
County Franchise Agreement. 

The Company contends that several weeks after significant “unwinding” work had been 
completed (although it never identified what this significant unwinding work consisted of), the 
Developer apparently recognized that “unwinding7’ the Project arrangements should include the 
approval of the other Project partners as well. As a result, the Developer requested on May 3,2013 
Circle City to “hold” on the ccextinguishing/temhation” of the unwinding arrangements until a 
Partners’ “meeting was convened that confirmed and approved the Developer‘s previous 
“unwinding” decision.” According to Circle City, in response to the Developer’s request, it 
expressed astonishment at the Developer‘s ‘hold” instruction and advised the Developer that it was 
“directing its counsel to proceed” based on their prior discussions that “the Project was not viable 
and that unwinding the Project was the only reasonable thing to do.” 

On July 18, 2013, LP5K paid Circle City $67,782.61 for legal and engineering expenses 
incurred for the extension area, in accordance with the WFA. Circle City does not deny that it 
cashed this check. According to Circle Citfs response to Staff’s Second Set of Data Requests, the 
check was for “expenses related to development of the project” On August 7, 2013, at the 
suggestion of Circle City, a meeting was arranged with the Developer to discuss the most current 
status of the Project. According to Circle City the Developer stated that is partners did not want to 
delete the CC&N approved in Decision No. 68246 or terminate their membership with CAGRD. 

Nonetheless, Circle City proceeded to file the instant CC&N deletion application. 
Attachment B contains a map which shows the pomon of Maricopa County at issue. 

MAUGHAN REVOCABLE TRUST (“MRT”), LAKE PLESANT 5000, L.L.C. (“LPLiK”) 
POSITION 

The areas Circle City proposes to delete (Warrick 160 and the Lake Pleasant 5000) are 
owned by MRT, LPSK, and their development partners. MRT and LP5K were granted intervention 
in this matter. The owners entered into a WFA with Circle City. In July of 2013, as stated above, 
the owners paid $67,782.61 to Circle City in accordance with the WFA. The owners do not want 
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their properties deleted and have advised Circle City a need for service exists. The owners reiterated 
the request for service in a letter dated December 11,2013. 

THE WATER SYSTEM 

The new water system needed to serve the proposed CC&N deletion area was contemplated 
to be consrmcted in two phases2 and financed pursuant to the WFA between Circle City and the 
developer. According to the Company’s responses to Staffs First Data Requests, Circle City does 
not serve any customers in the CC&N extension granted in Decision No.68246 and none of the 
intended water system’s plant necessary to serve the Warrick 160 and the Lake Pleasant 5000 areas 
has been constructed. 

Attachment A is Staffs Engineering Report which describes the current water system. The 
report includes the findings that Circle City is in compliance with Maricopa County Environmental 
Semices Department (“MCESD’) and with the Commission decisions. The Company’s water 
system is not in compliance with Arizona Department of Water Resources (“‘ADWR”) requirements 
as the Company failed to file a System Water Plan. 

The report indicates that Circle City‘s water system has adequate production and storage 
capacities to serve the present customer base and reasonable growth in the Company’s original 
certificated area. 

Staff recommends that the Company file with Docket Control, as a compliance item in this 
docket, by June 30,2015, documentation from ADWR indicating that the water system is compliant 
with departmental requirements governing water providers and/or community water systems. 

SPECIAL SERVICE TARIFFS 

Circle City has approved Curtailment Tariff, Backflow Prevention Tariff, and Offsite 
Hookup Fee Tariff for water on file. 

STAFF ANALYSIS OF THE CC&N DELETION APPLICATION 

In any CC&N deletion proceeding, Staff is charged with reviewing the evidence submitted 
by an applicant to make a recommendation to the Commission based upon the facts contained in 

Circle City‘s continued 
responsibility to serve the area as the CC&N holder. 

During its review, Staff met with Circle City and with the owners of Warrick 160 and the 
Lake Pleasant 5000 and also issued data requests to both parties. 

* Phase I of the Project intended to be in the Warrick 160 area 
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Staffs review of the information received indicates that the owners and/or developers of the 
proposed deletion area want Circle City to provide water service to their development? The 
statements made regarding unwinding the Project were apparently not based upon input by all of the 
partners to the Project. Once all of the Partners were consulted, it became clear that they wanted to 
proceed with the Project in the extension area. While no timeframe has been presented, steps have 
been taken by the Developers to begin the Project. On July 18, 2013, LP5K paid Circle City 
$67,782.61 for legal and engineering expenses incurred for the extension area, in accordance with the 
WFA. Circle City received and cashed Check No. 786, approximately four (4) months before wvlg 
the instant application. In addition, the check was received and cashed on August 1,2013, during the 
time that the Developers and Circle City were engaged in discussions regarding the Project. 
Significantly, after receiving and cashing the check, Circle City arranged a meeting with the 
Developers to discuss theecurrent status of the Project. The fact that Circle City cashed the 
Developer‘s check is an indication that it intended to proceed with the Project. In response to 
Staffs Second Set of Data Requests4, Circle City itself acknowledged that the check for $67,782.61 
was for “payment of contractual legal and engineering expenses related to development of the 
project in accordance with the WFA.” After cashing the check, it called a status meeting in August, 
2013, during which it was once again informed that the Developer‘s partners wanted to proceed 
with the project. 

Circle City also apparently relies upon language in Decision No. 68246 which provided that 
if Circle City failed to meet certain conditions in the Order which involved filing certain 
documentation within 24 months of the Order, the decision would be deemed null and void without 
further Order of the Commission. Two of the documents it was to file were (1) a copy of the 
Certificate of Approval to Construct for Phase I, and (2) a copy of the Developer‘s Assured Water 
Supply for Phase 1 of the Project? While these documents were not filed, Circle City acknowledges 
in its filing, that it had obtained both documents. Given this, the Company should not be allowed 
to benefit at the expense of the Developers from its own failure to file the documents with Docket 
Control as required by Decision No. 68246. 

There is also the issue of Decision No. 68246 requirement for the Company to demonstrate 
in its next rate case f%ng (scheduled for 2014) that its existing customers have been positively 
impacted by the addition of new water facilities necessary to serve the extension area. Neither Phase 
I nor II of the Project has been built. Staff agrees with Circle City that this requiremenr is no longer 
necessary and should be deleted. 

LP5K and its development partners need water service, as evidenced by Attachment C. 
Circle City in cashing the Developer‘s check took action inconsistent with its current application to 
deIete the Project service area from its CC&N. It noted in response to Staff‘s Second Set of Data 
Requests, that the check was for expenses related to development of the Project. Then, at the 

See Attachment C, Letter from LP5K to Mr. Robert Hardcastle of Circle City. 
April 18,2014 response by Rob- T. Hardcastle to Staff Second Set of Data Requests. 
It should be pointed out that the ATC for Phase I has since expired. However, the Company can 

resubmit the A’I’C application at any time. 
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August 2013 meeting Circle City called, Circle City again was told by the Developer that its partners 
desired to proceed with the Project. 

Further, there are no other water providers serving areas contiguous to or in close proximity 
to the proposed deletion area. Staff believes that in general it is more economical for an area to be 
served by one water provider than several contiguous, small water providers. Staff has no reason to 
believe that the situation in this case is any different in that the deletion proposed by Circle City 
could result in the creation of at least one other small, possibly non-financially viable, water 
company. Such a result is not consistent with the public interest. 

Staff recommends denial of Circle City's request to delete the portions of its CC&N 
extended by Decision No. 68246. Staff also recommends that the Commission eliminate the 
requirement that Circle City comply with Decision No. 68246's requirement for the Company to 
demonstrate in its next rate case filing that its existing customers have been positively impacted by 
the addition of new water facilities necessary to serve the extension area. 

RECOMMENDATIONS 

Staff recommends the Commission deny Circle City's application for deletion of a portion of 
its CC&N within portions of Maricopa County, Arizona, to provide water service. Staff also 
recommends that the Commission eliminate the requirement that Circle City comply with Decision 
No. 68246's requirement for the Company to demonstrate in its next rate case filing that its existing 
customers have been positively impacted by the addition of new water facilities necessary to serve 
the extension area. Staff further recommends that the Company file with Docket Control, as a 
compliance item in this Docket by June 30,2015, documentation from ADWR indicating that the 
water system is compliant with departmental requirements governing water providers and/or 
community water systems. 



A T T A C m T  A 

M E M O R A N D U M  

TO: Blessig C h u b  
Executive Consultant III 

FROM. &trill stukov 
Utilities Engineer 

. .  

DATE: September 5,2014 

RJ2 Application of Circle City Water Company L.L.C. for approval to delete portions of 
its Ceaificate of Convenience and Necessity and the requirement to file a rate 
application pursuant to Decision No. 68246 pocket N0.W-03510A-13-0397). 

Introduction 

On November 19,2013, Circle City Water Company L.L.C. C‘Circle City” or “Company’) 
filed with the Arizona Corporation Commission (“ACC” or “Commission’) an application 
requesting approval to delete portions of its Certificate of Convenience and Necessity (“CC8cN”) as 
extended by Decision No. 68246 and to delete the requirement for the Company to demonstrate in 
its next rate case f i h g  that its existing customers have been positively impacted by the addition of 
new water facilities necessary to serve the extension area. 

circle City‘s senrice area is located in the western portion of the Phoenix mettopolitan area 
in Maricopa County. The Company’s CC&N area covers approximately 8,300 acres (roughly 13 
square d e s ) .  

The Company’s CC&N extension granted in Decision No.68246 includes two Separate areas 
intended for a project known as ]Lake Pleasant 5000 (“Project”). The first area covers 4,882 acres 
and is five miles northeast of Circle City’s original certificated area’. The second area, known as the 
Warrick 160, covers 160 acres and is adjacent at one point to c%de Ciry‘s original certificated area 

The new water system needed to serve the Project was contemplated to be constructed in 
two phases’ and b c e d  pursuant to a Water Facility Agreement betorreen Circle City and the 
developer of the Project. According to the Company’s responses to Staffs First Data Requests, 
Circle City does not serve any customers in the CC&N extension granted in Decision No.68246 and 
none of the intended water system’s plant necessary to serve the Project has been constructed. 

’ Circle City’s certificated area prior to the CC&N extension granted in Decision No.68246. 
Phase I of the Project intended to be in the Warrick 160 area 
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Circle City Water System 

Accordmg to the Company’s 2012 Annual Report, the Circle City water system consists of 
one we& producing 75 gallons per minute rGPM”), one 50,000 gallon storage tanks, three 25,000 
gallon storage tanks, a booster system and a distribution system serving 179 customers in the 
Company’s original cemficated area. 

Based on the water use data obtained from the Company’s 2012 h u a l  Report, Staff 
concludes that the Company’s well production capacity of 75 GPM and storage capaciq of 125,000 
gallons are adequate to serve the present customer base and reasonable gxowth in the Company’s 
on@ certificated area. 

Maricopa County Environmental Services Department (“MCESD”) Compliance 

According to MCESD Compliance status report, dated December 6, 2013, MCESD has 
determined that the Company’s water system has no major deficiencies and is currently delivering 
water that meets water quality standards required by 40 C.F.R 141 (National Primary Drinking 
Water Regulations) and Arizona Administrative Code, Title 18, Chapter 4. 

Arizona Department of Water Resources (“ADWR”) Compliance 

T h e  Company is located in the Phoenix Active Management Area. According to an ADm 
compliance status report, dated September 5, 2014, ADWR has determinad that the company’s 
water system is not in compliance with ADWR requirements as the Company Wed to file a System 
Water Plan. 

ACC Compliance 

On September 5,2014, the Utilities Division Compliance Section noted that a check of the 
compliance database indicates that there are no delinquencies for Cirde City. Therefore, Circle City 
is in compliance with the ACC Compliance Database at th is  time. 

Curtailment Tatiff 

The Company has an approved Curtailment Tariff. 

Backflow Prevention Tariff 

The Company has an approved Backflow Prevention Taxiff. 





ATTACHMENT B 

TO: 

FROM: 

TH RU : 

DATE: 

RE: 

Blessing Chukwu 
Executive Consultant Ill 
Utilitie5 Division 

Lori H. Mille 

Utilities Division 
GIS Specia fl. .. 

Del Smith 
€ngineering Supervisor 
Utilities Division 

December. I 2, 20 i 3 

CIRCLE CITY WATER COMPAWY, Ue IDOCKET NO. W635lOA-13-0397I 

The area requested by Circle City for a partial deletion ha5 been plotted with no 
complications using the legal description from Decision No. 68246 as referenced in the 
application (a copy of which is attached), 

Also attached is a copy of the map for your files. 

Attachment 

cc: Mr. Robert 7. Hardcastle 
Ms. Katrin Stukov 
Ms. Deb Person (Hand Carried) 
Pile 
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MESWTHEASTQUWTEROF SECnON 28 
LEGAL DESCRlFVON 

THE SOUTHEAST QUARTER DF SECTfON 283 TOWNSHIP 6 NORM, RANGE 3 
WEST OF THE GILA AND SALT RNER BASE AND MERIDIAN, WFtiCDPA COUNM, 
ARiZOw BEING MORE' PARTl WIAF3.Y DESWBED AS FOUOWX 

* 

. -  
THENCE ~om WWQT W&T ALONG THE SOUTH LINE OF THE s~mrnm 

. QLJARlERDF.WD.SE~N 28, ALSO BEING THE BASIS OF BEARING, A 
DWANCE OF B44.53 FEET M) THE SOUTH QUARTER CORNER OF SECTION 28 
MONUMEMU3 BY A G.LO. BRASS CAP 

TI+ENCE NOFCM 89'58W EAST ALONG THE EAST-WEST MD-SECTION UNE A 
.DISTANCE OF 2644.57 FEETrO M E  EAST PUARTEFt COWER OF SECTION 28, 
MONUMENTED By A G.LO. BRASS CAP; 

THENCE S O W  OV01'17 EAST ALONG 7HE EAST LINE OF THE SoUTHEAsf 
QUAFXEJ3 OF SAID S E W N  28 A DISTANCE OF 2E41.11 
S0lJl'li-S CofWER Of ~EC710N 28, BEING THE PolM OF BEGINNING; . 

TO W 



ATTACHMENTC 

Blessing Chukwu 
! 
From: 
Sent: 

Subject 
A t p  chments 

TO: 

_” 

Ms. Chukwu, 

Garry Hays <ghays@lawgdh.com> 
Wednesday, July 23,2014 1:57 PM 
Blessing Chukwu 
CCWC Deletion W-0351OA-13-0397 
LPSK LTR to Hardcastle l2-ll-13.pdf 

. .  

Please find attache, a letter that was sent from my client to Bob Hardcastle of CCWC. I am senc..ig you this .&er as a 
supplement to StaWs first set of data requests in the above referenced docket. 
Thank you 
Garry 

garry hays 

Garry Hays 
Law Offices of Garry Hays PC 
1702 E Highland Ave. Suite 204 
Phoenix, Arizona 85016 
602-308-0579 office . 
480-329-6143 cell 

Note: This e-mail message andlor any attachments may be confidential and subject to attomeylclient privilege. Use or 
dissemlnation of the message or any attachments by anyone other than the intended recipient is strictly prohibited and 
may violate federal or state law. If you are not the intended recipient, please immediately notify the sender and destroy 
the message, attachment@), and all printed copies thereof. Thank you for your cooperation. 



Lake PIeasant 500, L.L.C. 
17700 N. Pacesetter Way, Suite 100 

Scottsdale, AZ 85255 
480.3 48.1118 

’ December 11,2013 
.co U L 

Mr. Robert T. Hardcastle 
Brooke Utilities, Inc. 
P.O. Box 8221 8 
Bakersfield, California 93380-2218 

Re: Circle City Water Co. CC&N 

Dear Bob: 

I am wn‘ting in response to the application Circle Ci ty  Water Company ~CCWC”) 
filed a t  the Arizona Corporation Commission YCommission”) that requested a 
deletion of the Certificate of Convenience and Necessity rCC&N”) covering the 
Wanick 160 and Lake Pleasant 5000 LLC CLP5K7 property. I was extremely 
disappointed by your filing. As you are aware, LP5K inrends to move forward With 
the development and is adamantly opposed to the deletion of the CC&N. 

This Ietter will formally serve as a reiteration of the Request for Service letter 
received by CCWC on September 30, 2004 from LPSK I advised you, in an email 
dated July 10,2013 that LP5K intended to move forward and did not want the CC&N 
deleted. As you are aware, LP5K has a Water Facilities Agreement CWFA’’] with 
CCWC and has met its contractual obligations under the WFA. In fact, in accordance 
with Section 11, paragraph 5 of the WFA, LPSK paid CCWC $67,782.61 on July 18, 
2013. This payment was made and received when you were fully aware of LPSK’s 
intentions. While you have attempted to get LP5K to sign a termination agreement, I 
have advised you numerous times that LP5K and its development partners are 
moving forward with this project 

LPSK will be filing an application for leave to intervene and will explain to the 
Commission the need for service and the desire to keep the CC&N in place. LPSK is 
ready and willing to present its case in front of the Cornmission. If there is any way 
we a n  resolve this matter without wasting the Commission’s resources, please feel 
free to call me. 

LAKE PLEASANT 5000 LL.C., 
By: Harvard SK, L.L.C., its Manager 
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1 BEFORE THE ARIZONA CORPO 

COMMISSIONERS 

SUSAN BITTER SMITH - Chairman 
BOB STUMP 
BOB BURNS 
DOUG LITTLE 
TOM FORESE 

IN THE MATTER OF THE APPLICATION 
OF CIRCLE CITY WATER COMPANY 
L.L.C. FOR APPROVAL TO DELETE 
PORTIONS OF ITS CERTIFICATE OF 
CONVENIENCE AND NECESSITY AND TO 
DELETE THE REQUIREMENT TO FILE A 
RATE CASE PURSUANT TO DECISION 
NO. 68246. 

DOCKET NO. W-0351OA-13-0397 

MOTION TO DISMISS 

In accordance with A.A.C. R14-3-109 (C), Lake Pleasant 5000, L.L.C. (“LPSK”) hereby 

moves to dismiss the Application of Circle City Water Company for Approval to Delete Portions 

of its Certificate of Convenience and Necessity (“CC&N”) filed November 19,201 3 by Circle 

City Water Company (“CCWC’). 

I. INTRODUCTION 

On March 3,2005, CCWC filed for an extension of its CC&N that would expand its territory 

by approximately 5,000 acres to include the Lake Pleasant 5000 Development (the 

“Development”) owned by LPSK and controlled by Hmard Investments (“Harvard” or the 

veloper”) as well as the property known as Warrick 1601. This extension was based upon a 

request for service from the Developer to CCWC. The Commission in Decision # 68246 on 

October 25,2005 granted the request and added a condition that CCWC must show how the 

Development benefited current ratepayers in CCWC’s next rate case. During this time, CCWC 

Warrick 160 is owned by the Maughan Revocable Trust of 2007 who is an intervenor in this case. 

L 
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and Harvard entered into a Water Facilities Agreement (“WFA”), which governed how water 

service would be provided to the Development. Additionally, CCWC and the Developer, among 

others, entered into an agreement with the Central Arizona Groundwater Replenishment District 

(“CAGRD”) for Phase I of the Development to receive an assured water supply. 

During the subsequent ysars there was intermittent contact between the Develo_per and 
..c- ..-+J- - _ -  -- /*”-=k - _“ ~~~ -_ --.”. I,*s ” - - “ ..- ...“---- _ ”  

“ e  

Ixr 
/, p. 

ue to well documented economic issues, the development community was put 
~. /.-+-%%--- 

L ,.-* .”.- - -~ -I%__” ri“ %-.”- - 
for several years across the country. dIhring this tune, the Developer 

the property and ensuring already approved entitlements were kept curre 

1 continued with e 
cII__ 

i -<e 
--J------~-,~~d.~- “**, I .---*_- ~ _-- I 

’*L/ *” 

-*Ic I - -,. - “ -_ .-- I - ‘ I; _ _  114 - _  ---...--- -I -- 
Developerhad some discussions with CCWC as to whether the project would be developed. 
-----”- /---.-“/+~...-~- 

project was indeed viable.)In accordance with the 
i*I” .--------”-- v ---*/\--.”-=\A-fl”-u/ 

WFA, on July 18,2013 LP5K paid CCWC $67,782.61 for expenses incurred by CCWC in the 

creation of the extension area. CCWC filed the instant case on November 19,2013. The 

Developer reiterated its request for service on December 1 1,201 3 .2 

Since the filing of the application, the parties have met numerous times and have 

exchanged various settlement proposals. Unfortunately, the attempts at settlement have not been 
‘2. ,/----*“ ----E_ -.,--,- ---*-_ 

successful. Also during this time, Staff has filed direct testimony, in the form of a Staff Report/ 

-.-..-#---. 
-*/-.-. t--+------ 

/--‘---/ 

11. NEED FOR SERVICE 

As seen by the original request for service as well as the renewed request for service in 2013, 

the Developer needs water service to be provided by CCWC. Since the time of the original 

decision, the Developer has relied upon the CC&N extension in filings with various government 

entities including Maricopa County. Deletion of the Development fi-om the CC&N will destroy 

the economic viability of the Development and cause irreparable harm to LPSK and Harvard. 

‘The request for service is attached as Exhibit 1. 
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It is important to remember that this Development is an extremely large master planned 

community. At approximately 5000 acres, it is one of the largest in the State. These types of 

developments take time. A smaller master planned community in the Southeast Valley took over 

30 years to reach build out. A well laid out plan for development, which includes water service, 

is necessary for sustainable development and requires certainty in the entitlements of the project. 

LPSK, and the County, view water service as a necessary entitlement for development. LPSK 

and Harvard have a vested right to receive service from CCWC. Allowing CCWC to remove the 

Development after the Developer has relied upon the CC&N causes irreparable harm to the 

property owner. 

In its Direct Testimony, Staff discusses the need for water service? After reviewing all of the 

information and sending out Data Requests, the determination was made by Staff that water 

service was needed and recommended that the application be denied.4 Additionally, as noted 

above and in the Staff Report, CCWC received money from LP5K for expenses CCWC incurred 

for expanding its CC&N. As noted by Staff, “Circle City in cashing the Developer’s check took 

action inconsistent with its current application to delete the Project service area from its CC&N.”’ 

Allowing CCWC’s application to move forward after CCWC received money from LP5K only 

rewards the utility while harming the Developer. 

111. PUBLIC INTEREST 

There are several issues of public interest at issue in this case. As discussed above, certainty 

in Commission orders is paramount to the public interest. Allowing a utility to unilaterally and 

without any basis in fact to move forward to delete a portion of its CC&N is not in the public 

interest. If this application were to proceed to a hearing, LP5K and others would be required to 

Staff Direct page 5. 

Id. at 5. 

4 
5 

Id. 5-6. 
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spend time and money to defend its need for water service when Staff has already determined the 

need exists. Additionally, it is not in the public interest for a utility to enrich itself by accepting 

money for expenses incurred in expanding its CC&N and then less than five months later, file an 

application to delete that same area. 

As noted in the Staff Report, a deletion of this CC&N “could result in the creation of at least 

one other small, possibly non-financially viable, water company [which] is not consistent with the 

public interest.”6 Staff is correct in their assessment. A need for water service exists and if 

CCWC’s application were granted, LPSK would be required to find an entity who would fill that 

need. There are several factors as it relates to public interest that necessitates a granting of the 

Motion to Dismiss. 

IV. 

As mentioned above, CCWC, as a condition in Decision # 68246, is required to show how the 

CONDITIONS ON CCWC FOR THEIR NEXT RATE CASE 

existing ratepayers benefited from the installation of new water facilities that were necessary for 

the extension area in its next rate case. Since there has been no installation of new water 

facilities, CCWC has asked that the requirement be deleted. Staff, in its testimony, agreed with 

CCWC regarding the removal of this requirement. LPSK agrees with Staff and CCWC about the 

removal of the requirement. 

V. CONCLUSION 

Based upon the fmdings of Staff contained in their Direct Testimony and the reasons 

discussed above, LPSK respectfully request the Commission dismiss the application as it relates 

to the deletion of the CC&N and eliminate the requirement that CCWC show a positive impact on 

existing customers firom the installation of new water facilities. 

Id. at 6.  
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RESPECTFULLY SUBMITTED this 1 O* day of August 20 15 

h 
Garry D. Hays 
THE LAW OFFICES OF GARRY D. HAYS, PC 
1702 East Highland Avenue, Suite 204 
Phoenix, Arizona 8501 6 
Counsel for Lake Pleasant 5000, LLC. 

Original and thirteen (1 3) 
Copies filed on August 10,20 15 with: 

Docket Control 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 

COPIES of the foregoing mailedemailed 
Delivered on August 10,201 5 to: 

Janice Alward, Chief Counsel 
Legal Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, AZ 85007 
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Dwight Nodes 
Hearing Division 
ARIZONA COWORATION COMMISSION 
1200 West Washington Street 
Phoenix, AZ 85007 

Thomas Broderick 
Utilities Division 
W Z O N A  CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, AZ 85007 

Robert Hardcastle 
P.O. Box 82218 
Bakersfield, California 93380-22 18 

Darin P. Reber 
7501 E McCorrnick Parkway 
Scottsdale, Arizona 85258 
Counsel for Maughan Revocable Trust of 2007 
And Rex G. Maughan and Ruth G. Maughan 
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Lake Pleasant 500, L.L.C. 
17700 N. Pacesetter Way, Suite 100 

Scottsdale, AZ 85255 
480.348.1118 

December 11,2013 
VIA EMAI L TO RTH@BROOKEUTI LITIES.COM AND REG ULAR MAIL 

Mr. Robert T. Hardcasde 
Brooke Utifities, fnc. 
P.O. Box 82228 
Bakersfield, California 93380-221 8 

Re: Circle City Water Co. CC&N 

Dear Bob: 

I am wn’ting in response to the application CircIe City Water Company 0 
filed at the Arizona Corporation Commission C‘Comnission”) that requested a 
deletion of the Certificate of Convenience and Necessity (“CCW”’j covering the 
Warrick 160 and Lake Pleasant 5000 LLC CLPSK”) property. I was extremely 
disappointed by your fittng. As you are aware, LP5K intends to move forward with 
the development and is adamantly opposed to the deletion of the CC&N. 

This Ietter will formally serve as a reiteration of the Request for Senrice letter 
received by CCWC on September 30, 2004 from LPSK. 1 advised you, in an ernail 
dated July 10,2013 that LP5K intended to move forward and did not want tbe CC&N 
deleted. As you are aware, LP5K has a Water Facilities Agreement CWFA”) with 
CCWC and has met its contractual obligations under the WFA. In fact, in accordance 
with Section 11, paragraph 5 of the WFA, LPSK paid CCWC $67,782.61 on July 18, 
201.3. This payment was made and received when you were fully aware of LPSK‘s 
intentions. While you have attempted to get LPSK to sign a termination agreement, I 
have advised you numerous times that LP5K and its development partners are 
moving forward with this project 

LP5K will be filing an application for leave to intervene and will explain to the 
Commission the need for senrice and the desire to keep the CC&N in place. LPSK is 
ready and willing to present its case in front of the Commission. If there is any way 
we can resolve this matter without wasting the Commission’s resources, please feel 
free to call me. 

LAKE PLEASANT 5000 LtC, 
Bv: Harvard 5K, LLC., its Manager 

http://LITIES.COM
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ORIGINAL 

TO: Docket Control 
Arizona Corporation Commission 

FROM: Ernest G. Johnson 

i 
Director 
Utilities Division 

Date: June 28,2005 

RE: STAFF REPORT FOR CIRCLE CITY WATER COMPANY L.L.C. 
APPLICATIONS FOR EXTENTION OF CERTIFICATE OF CONVENIENCE 
AND NECESSITY AND APPLICATION FOR APPROVAL OF A HOOK-UP 
FEE TARIFF (DOCKET NOS. W-03510A-05-0146 AND W-0351OA-05-0145) 

Attached is the Staff Report for the application of Circle City Water Company, L.L.C. for 
the extension of their existing Certificate of Convenience and Necessity for water service and for 
approval of a hook-up fee tariff. Staff recommends approval with conditions. 

EGJ:LAJ:red 

Originator: Linda A. Jaress 

Attachment: Original and 13 Copies Arizona Corporation Commission 
DOCKETED 

JUN 2 8 2005 



Service List for: Circle City Water Company, L.L.C. 
Docket Nos. W-03510A-05-0146 AND W-0351OA-05-0145 

Mr. Jay L. Shapiro 
Mr. Patrick J. Black 
Fennemore Craig 
3003 North Central Avenue 
Suite 2600 
Phoenix, Arizona 85012 

Mr. Christopher C. Kempley 
Chief, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Mr. Ernest G. Johnson 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Lyn Farmer 
Chief, Hearing Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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STAFF REPORT 
UTILITIES DIVISION 

ARIZONA CORPORATION COMMISSION 

CIRCLE CITY WATER COMPANY, L.L.C. 
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APPLICATION FOR EXTENSION 
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The Staff Report for Circle City Water Company, L.L.C. (Docket Nos. W-0351OA-05- 
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EXECUTIVE SUMMARY 
CIRCLE CITY WATER COMPANY, L.L.C. 

APPLICATION FOR EXTENSION OF CERTIFICATE OF CONVENIENCE AND 
NECESSITY AND APPROVAL OF A HOOK-UP FEE TARIFF 

DOCKET NOS. W-0351OA-05-0146 AND W-0351 OA-05-0145 

Circle City Water Company, L.L.C. (“Circle City” or “Company”) filed an application 
for approval of an extension of its Certificate of Convenience and Necessity (“CC&N”) and for 
approval of a hook-up fee. The Company is a limited liability company providing utility water 
service to 169 customers in the western portion of the Phoenix metropolitan area in Maricopa 
County. The proposed extension encompasses 4,888 acres near Lake Pleasant, one mile north of 
the intersection of State Route 74 and 21 1 th Avenue in Maricopa County. An additional 160-acre c 

extension is requested for the purpose of serving as a well field. 

The existing system is comprised of one well, a 50,000 gallon storage tank, a booster 
, system and a distribution system serving 169 customers. The new system to serve the Lake 

Pleasant 5000 project in the extension area will ultimately serve 10,000 connections. The cost of 
the proposed plant facilities is estimated to be approximately $55.4 million. 

The Company has requested approval of a $3,000 per unit hook-up fee tariff that would 
result in all of the back-bone facilities being financed by contributions. Staff, however, 
recommends that the hook-up fee be set at $1,500 to provide for a more balanced capital 
structure and prevent an overly subsidized private water company. 

Staff recommends approval of the application for the extension of Circle City’s CC&N 
subject to compliance with the following eight conditions. 

1. 

2. 
3. 

4. 

5. 

6. 

7. 

8. 

Circle City should file with Docket Control a copy of the Approval to Construct for 
Phase I of this project within 24 months of a decision in this matter. 
Circle City should charge its authorized rates and charges in the extension area. 
The Company should file with Docket Control copies of the developer’s Certificate of 
Assured Water Supply for the requested area, where applicable or when required by 
statute within 24 months of a decision in this matter. 
Within 45 days of the effective date of the order issued in this proceeding, the Company 
should file a Curtailment Plan Tariff in the form attached to this report and docket it as a 
compliance item in this docket for review and certification by Staff. 
The hook-up fee tariff should be set at $1,500 for all new 5/8 x 3/4-inch service 
connections, and graduated for larger meter sizes in the form as reflected in Staffs 
Engineering Report. 
CircIe City should file a copy of the county franchise agreement for the extension area 
with Docket Control within 365 days of the decision in this matter. 
The Company must demonstrate in its next rate case filing that its existing 169 
customers will be positively impacted by the addition of the new water facilities 
necessary to serve the new CC&N. 
The Company must also provide a complete summary of its accounting for CAP M&I 
capital charges in its next rate case. 
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Introduction 

On March 2, 2005, Circle City Water Company, L.L.C. (“Circle City” or “Company”) 
filed an application for approval of an extension of its Certificate of Convenience and Necessity 
(“CC&N) and an application for approval of a hook-up fee tariff. On May 6, 2005, Utilities 
Division Staff (“Staff) found the application for the CC&N extension sufficiently met the 
requirements of A.A.C. 14-2-402.2 and filed a letter in the docket so indicating, By Procedural 
Order dated April 4, 2005, the CC&N application was consolidated with the application for 
approval of a hook-up fee for the purposes of hearing. 

’ 

The Company is a limited liability company providing utility water service to 169 
customers in the western portion of the Phoenix metropolitan area in Maricopa County. Circle 
City currently operates under rates effective January 1, 1988 as set by Decision No. 55839 
According to the Company’s 2004 Annual Report to the Arizona Corporation Commission 
(“Commission”), Circle City generated $66,372 in revenues and experienced a net loss of 
$142,362 during 2004, the largest expense, $125,824, was related to its accounting for Central 
Arizona Project fees and charges. 

The proposed extension encompasses 4,888 acres near Lake Pleasant, one mile north of 
the intersection of State Route 74 and 211* Avenue in Maricopa County. This area is 
approximately 5 miles north of Circle City’s current certificated area. An additional 160 acres is 
being requested to be included in Circle City’s certificated area for the purpose of serving as a 
well field. This area is at the northwest comer of 235th Avenue and Joy Ranch Road and is 
adjacent to Circle City’s current certificated area. The legal descriptions and maps of requested 
areas are attached as Exhibit 1. Another map, Exhibit l-A is attached which illustrates more 
clearly the distance of the extension from Circle City’s current certificated area. 

Background 

Circle City received its CC&N on August 15, 1958 in Decision No. 3 1121 as Circle City 
Development Company. The Company was transferred to Consolidated Water Co. in 1964 and 
then to Brooke Water L.L.C. by Decision No. 59754, dated July 18, 1996. Brooke Water L.L.C. 
operated it as the Circle City Division. The Circle City Division’s assets and CC&N were 
transferred from Brooke Water L.L.C. to Circle City Water Company, L.L.C. on June 16, 1998 
by Decision No. 60972. Circle City is now owned by Brooke Resources L.L.C., the sister 
company of Brooke Water L.L.C. 

The Extension Area Requested 

Harvard Investments, Inc. (“Harvard”), a developer, requested that Circle City extend 
water service to its approximate 5,000 acre planned development to ultimately serve 10,000 
residential and commercial units. This extension is five miles northeast of Circle City’s 
certificated area and is not adjacent to it. The large development will be a master planned 
community known as Lake Pleasant 5000. The application indicated that Harvard was in the 
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process of obtaining necessary approvals and agreements for wastewater service for the 
development. Harvard’s attorney recently represented that Harvard is still in negotiations with 
various parties to provide sewer service to the development. An additional 160 acres, adjacent at 
one point to Circle City’s certificated area, is included in the CC&N extension request. This area 
will serve as a well field and location for a Central Arizona Project water treatment plant. S e e  
Exhibit 1 for maps of the current certificated area and the requested areas. 

The Developer 

Harvard is the United States’ development a m  of The Hill Companies, a Canadian entity 
with subsidiaries operating in the broadcasting, insurance, surety and bonding, recycling and real 
estate industries. Harvard and a sister subsidiary, Harvard Development, own, develop and 
manage real estate projects in Arizona, Texas and Southern California. Among the Harvard 
developments in Arizona are Dove Valley in Peoria, The Homestead in Camp Verde, Canada 
Hills in Or0 Valley, Madera Highlands in Green Valley, Ocotillo Ridge Estates in Carefree and 
La Barranca in Sedona. --------. 

Harvard does not currently own the property for which 
on May 27,2003, Harvard and the property owners executed 
The option period is for 8 years with various option parcels 
various periods under the agreement. 
necessary to obtain entitlements or authorizations for development of the Property. 

The agreement authorizes Harvard to take actions 

The Water System 

The existing system is comprised of one well producing 110 gallons per minute, a 50,000 
gallon storage tank, a booster system and a distribution system serving 169 customers. The new 
system to serve the Lake Pleasant 5000 project in the extension area will ultimately serve 10,000 
connections. It will be comprised of 11 wells, an 8.0 million gallon per day Central Arizona 
Project water treatment plant, storage tank capacity totaling 7.6 million gallons and a distribution 
system. The cost of the proposed plant facilities is estimated to reach $55.4 million. Off-site 
facilities such as water treatment plants, wells, tanks and transmission mains are expected to cost 
$30.0 million while on-site facilities such as distribution mains are expected to cost $25.4 
million. Staff concludes that the cost estimates and proposed plant items appear to be 
reasonable. Attached as Exhibit 2 is Staffs Engineering Report which contains the engineering 
analysis of the proposed extension. 

Financing of the Utility Facilities 

The Company has requested approval of a $3,000 per unit hook-up fee tariff that would 
result in all of the back-bone facilities being financed by contributions. The on-site facilities 
would be financed by main extension agreements. Staff is concerned that too much of the plant 
for the extension would be constructed through contributions resulting in an unbalanced capital 
structure and an overly subsidized private water company. Staff recommends that the hook-up 
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fee be set at $1,500 per unit. See the attached Exhibit 3 for the financial analysis and more 
comprehensive discussion of the hook-up fee. 

Maricopa County Environmental Services Department (“MCESD”) Compliance 

MCESD has determined that Circle City’s system is currently delivering water that meets 
water quality standards required by the Arizona Administrative Code. 

The Company has not received the Certificate of Approval to Construct for the proposed 
facilities. Staff recommends that the Company file such approvals with Docket Control when 
received by the Company. 

Arizona Department of Water Resources (“ADWR”) Compliance 

Circle City is located within the Phoenix Active Management Area. ADWR has 
confirmed that Circle City is in compliance with its reporting and conservation requirements. 

Staff recommends that the Company file with Docket Control copies of the developer’s 
Certificate of Assured Water Supply for the requested area, where applicable or when required 
by statute. 

ACC Compliance 

According to the Utilities Division Compliance Section, Circle City has no outstanding 
ACC compliance issues. 

Arsenic 

The U.S. Environmental Protection Agency (“EPA”) has reduced the arsenic maximum 
allowable contaminant level (“MCL”) in drinking water from 50 micrograms per liter (“pg/l”) or 
parts per billion (“ppb”) to 10 pg4. The date for compliance with the new MCL is January 23, 
2006. The most recent lab analysis provided by Circle City indicates that the arsenic level in its 
well is 3 ppm. The arsenic levels in the proposed well field are unknown at this time. 

Curtailment Plan Tariff 

A Curtailment Plan Tariff (“CPT”) is an effective tool used by water companies to 
manage water shortages due to breakdowns, droughts, or other unforeseen events. Circle City 
does not have a CPT. Staff recommends that the Company file a CPT in the form attached to the 
engineering report and that the tariff be docketed within 45 days of the effective date of the order 
in this proceeding for review and certification by Staff. 
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Proposed Rates 

Circle City will provide water utility service to the extension area under its currently 
authorized rates and charges. 

Franchise 

Circle City has not yet applied for a franchise agreement with Maricopa County for the 
proposed extension area. Staff recommends that Circle City be required to file a copy of the 
county franchise agreement for the extension area with Docket Control within 365 days of the 
decision in this matter. 

Recommendations 

Staff recommends the Commission approve the Circle City application for an extension 
of its CC&N within portions of Maricopa County subject to compliance with the following 
conditions : 

Circle City should with Docket Control a copy of the Approval to Construct for Phase I 
of this project within 24 months of a decision in this matter. 

2. Circle City should charge its authorized rates and charges in the extension area. 

The Company should file with Docket Control copies of the developer's Certificate of 
Assured Water Supply for the requested area, where applicable or when required by 
statute within 24 months of a decision in this matter. 

Within 45 days of the effective date of the order issued in this proceeding, the Company 
should file a Curtailment Plan Tariff in the form attached to this report and docket it as a 
compliance item in this docket for review and certification by Staff. 

5. The Hook-up Fee Tariff should be set at $1,500 for all new 5/8 x 3/4-inch service 
connections, and graduated for larger meter sizes as reflected in Stars Engineering 
Report. 

Circle City should file a copy of the county franchise agreement for the extension area 
with Docket Control within 365 days of the decision in this matter. 

7. The Company must demonstrate in its next rate case filing that its existing 169 customers 
will be positively impacted by the addition of the new water facilities necessary to serve 
the new CC&N. 

8. The Company must also provide a complete summary of its accounting for CAP M&I 
capital charges in its next rate case. 
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Staff further recommends that the Commission’s Decision granting the requested CC&N 
extension to Circle City be considered null and void without M e r  order from the Commission 
should Circle City fail to meet the conditions 1’3’4 and 6 listed above within the time specified. 



M E M O R A N D U M  

DATE: June 27,2005 

TO: Linda Jaress 
Executive Consultant III 

FROM: Marlin Scott, Jr. 4 1  B Utilities Engineer 

Circle City Water Company, LLC 
Docket No. W-035 10A-05-0146 (CC&N Extension) 
Docket No. W-0351OA-05-0145 (Hook-up Fee Tariff) 

RE: 

Introduction 

Circle City Water Company, LLC (“Company”) has submitted applications to extend its 
Certificate of Convenience and Necessity (“CC&N’) and for approval of a hook-up fee tariff. 
The requested extension areas will add approximately eight square-miles to its existing five 
square-miles of certificated area. The Company’s existing CC&N includes three areas, two areas 
are located in E1 Mirage (3-3/4 square-miles and 1/2 square-mile) and one area is Circle City (3/4 
square-mile). The Company’s service area is approximately 20 miles northwest of El Mirage in 
Maricopa County. 

Capacity 

Existinn System 

The Company’s existing system is located in Circle City. According to its 2004 Annual Report, 
this system has one well producing 110 gallons per minute (“GPM’), a 50,000 gallon storage 
tank, a booster system and a distribution system serving 169 service connections. 

New System 

The Company is proposing a new water system to serve the Lake Pleasant 5000 project (one of 
the extension areas), which is located approximately five miles fi-om the existing system. The 
proposed system will have a well production capacity totaling 3,520 GPM fiom 11 wells (the 
other extension areas for the well field), an 8.0 million gallon per day Central Arizona Project 
water treatment plant, storage tank capacity totaling 7.6 million gallons and distribution system 
to serve 10,000 connections. 
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Staff concludes that the proposed system will have adequate production and storage capacity to 
serve the CC&N extension areas. The Company plans to construct the proposed system in 
phases. 

Proposed Plant Facilities 

The Company is proposing to construct a new water system in the requested area through the use 
of a Main Extension Agreements (“MXA”). The proposed facilities to be constructed are: 

On-Site Facilities: 
Tanks 
Booster stations 
Transmission mains 
Distribution mains 
Subtotal 

Off-Site Facilities: 
Wells 
CAP treatment plant 
0.5 million gallon tank 
Transmission mains 
Booster station 
Subtotal 

On-Site & Off-Site totals 
Contingency at 15% 
Tax @ 6.3% 

$ 5,502,500 
$ 748,125 
$ 211,200 
$20,000,000 

$ 5,322,250 
$ 8,125,813 
$ 1,061,625 
$ 3,901,000 
$ 473,813 

$18,884,500 

$45,346,325 
$ 6,801,949 
$ 3,285,341 

TOTAL: $55,433,615 
- 

Staff concludes that the proposed plant items listed above and the Company’s cost estimates 
totaling $55,433,615 appear to be reasonable. However, no “used and useful” determinations of 
the proposed plant facilities were made and no particular treatment should be inferred for rate 
making or rate base purposes. 

Maricopa County Environmental Services Department (‘(MCESD”) Compliance 

ComDliance Status 

MCESD regulates the Company’s system under Public Water System I.D. No, 07-1 12. Based on 
data submitted by the Company, MCESD has determined that this system is currently delivering 
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water that meets water quality standards required by Arizona Administrative Code, Title 18, and 
Chapter 4. 

Certificate of Approval to Construct 

The Company had not received the Certificate of Approval to Construct (“ATC”) for the 
proposed facilities. Staff recommends that the Company file with Docket Control copies of each 
ATC when received by the Company. 

Arsenic 

The U.S. Environmental Protection Agency has reduced the arsenic maximum contaminant level 
(“MCL”) in drinking water from 50 parts per billion (“ppb”) to 10 ppb. The date for compliance 
with the new MCL is January 23,2006. 

The Company indicated the arsenic level for its existing Well No. 1 is at 3 ppb. Based on this 
arsenic concentration, the Company is in compliance with the new arsenic MCL of 10 ppb. 

According to the Company, the proposed well field is in the same aquifer as the existing Circle 
City well and therefore, the Company is anticipating that the water quality of the new wells will 
be similar to the water quality of the existing well. However, in case that the arsenic levels 
exceed the new MCL standard, the well water will be treated at the CAP water treatment plant. 

Arizona Department of Water Resources ((‘AD”’’) Compliance 

Comdiance Status 

The Company is located within the Phoenix Active Management Area (“AMA”) and is in 
compliance with its reporting and conservation requirements. 

Certificate of Assured Water Supulv 

Staff recommends that the Company file with Docket Control copies of the developer’s 
Certificate of Assured Water Supply for the requested area, where applicable or when required 
by statute. 

Arizona Corporation Commission (“ACC”) Compliance 

A check with the Utilities Division Compliance Section showed no outstanding compliance 
issues for this Company. 
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Curtailment Plan Tariff 

A Curtailment Plan Tariff (“CPT”) is an effective tool to allow a water company to manage its 
resources during periods of shortages due to pump breakdowns, droughts, or other unforeseeable 
events. Since the Company does not have this type of tarifc this consolidated proceeding 
provides an opportune time to prepare and file such a tariff. 

Staff recommends that the Company file a CPT in the form of the attached, Attachment - CPT. 
This tariff shall be docketed as a compliance item in this case within 45 days of the effective date 
of an order issued in this proceeding for review and certification by Staff. 

Off-Site Hook-Up Fee (“HUF”) Tariff 

Staff has reviewed the Company’s HUF Tariff and recommends adjustments to the proposed 
fees. The Company calculated its proposed fee by applying the total off-site capital cost of $30 
million and dividing by the projected new customers of 10,000, resulting in a hook-up fee of 
$3,000 for a 5/8 x 3/4-inch meter. Staff finds the estimated total off-site capital cost of $30 
million to be reasonable but recommends an adjusted hook-up fee of $1,500 for all new 5/8 x 
3/4-inch service connections, and graduated for larger meter sizes. (Please see Staff witness Jim 
Dorf s testimony for the recommended $1,500 amount.) Staff further recommends approval of 
the Company’s Off-Site Hook-up Fee Tariff as modified by Staff and reflected in Staffs 
attached Tariff Schedule. 

Summary 

Conclusions 

A. 

B. 

C. 

D: 

Staff concludes that the proposed system will have adequate production and storage 
capacity to serve the CC&N extension areas. The Company plans to construct the 
proposed system in phases. 

Staff concludes that the proposed plant items and the Company’s cost estimates totaling 
$55,433,615 appear to be reasonable. However, no “used and useful” determinations of 
the proposed plant facilities were made and no particular treatment should be inferred for 
rate making or rate base purposes. 

MCESD has determined that this system is currently delivering water that meets water 
quality standards required by Arizona Administrative Code, Title 18, Chapter 4. 

The Company indicated the arsenic level for its existing Well No. 1 is at 3 ppb. Based on 
this arsenic concentration, the Company is in compliance with the new arsenic MCL of 
10 ppb. 
According to the Company, the proposed well field is in the same aquifer as the existing 
Circle City well and therefore, the Company is anticipating that the water quality of the 
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new wells will be similar to the water quality of the existing well. However, in case that 
the arsenic levels exceed the new MCL standard, the well water will be treated at the 
CAP water treatment plant. 

E. The Company is located within the Phoenix Active Management Area (“AMA”) and is in 
compliance with its reporting and conservation requirements. 

F. A check with the Utilities Division Compliance Section showed no outstanding 
compliance issues for this Company. 

Recommendations 

1. Staff recommends that the Company file with Docket Control a copy of the ATC for 
Phase I of this project within 24 months of a decision in this matter. 

2. Staff recommends that the Company file with Docket Control copies of the developer’s 
Certificate of Assured Water Supply for the requested area, where applicable or when 
required by statute within 24 months of a decision in this matter. 

3. Staff recommends that the Company file a CPT in the form of the attached, Attachment - 
CPT. This tariff shall be docketed as a compliance item in this case within 45 days of the 
effective date of an order issued in this proceeding for review and certification by Staff. 

4. Staff recommends approval of the Company’s Off-Site Hook-up Fee Tariff as modified 
by Staff and reflected in Staff‘s attached Tariff Schedule. 



TARIFF SCHEDULE Attachment - CPT 

Utility: Circle City Water Company, LLC 
Docket No.: W-035 10A-05-0146 
Phone No.: 

Tariff Sheet No.: 1 of 4 
Decision No.: 
Effective: 

CURTAILMENT PLAN FOR CIRCLE CITY WATER COMPANY, LLC 
(Template 063004) 

ADEQ Public Water System No: 07-1 12 

Circle City Water Company, LLC (“Companf’) is authorized to curtail water service to all 
customers within its certificated area under the terms and conditions listed in this tariff. 

This curtailment plan.shal1 become part of the Arizona Department of Environmental Quality 
Emergency Operations Plan for the Company. 

The Company shall notify its customers of this new tariff as part of its next regularly scheduled 
billing after the effective date of the tariff or no later than sixty (60) days after the effective date 
of the tariff. 

The Company shall provide a copy of the curtailment tariff to any customer, upon request. 

Stage 1 Exists When: 

Company is able to maintain water storage in the system at 100 percent of capacity and there are 
no known problems with its well production or water storage in the system. 

Restrictions: Under Stage 1, Company is deemed to be operating normally and no 
curtailment is necessary. 

Notice Reauirements: Under Stage 1, no notice is necessary. 

Stage 2 Exists When: 

a. Company’s water storage or well production has been less than 80 percent of capacity for 
at least 48 consecutive hours, and 

b. Company has identified issues such as a steadily declining water table, increased draw 
down threatening pump operations, or poor water production, creating a reasonable belief 
the Company will be unable to meet anticipated water demand on a sustained basis. 

Restrictions: Under Stage 2, the Company may request the customers to voluntarily 
employ water conservation measures to reduce water consumption by approximately 50 
percent. Outside watering should be limited to essential water, dividing outside watering 
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Utility: Circle City Water Company, LLC 
Docket No.: W-0351OA-05-0146 
Phone No.: 

Tariff Sheet No.: 2 of 4 
Decision No.: 
Effective: 

on some uniform basis (such as even and odd days) and eliminating outside watering on 
weekends and holidays. 

Notice Reauirements:’ Under Stage 2, the Company is required to notify customers by 
delivering written notice door to door at each service address, or by United States fust 
class mail to the billing address or, at the Company’s option, both. Such notice shall 
notify the customers of the general nature of the problem and the need to conserve water. 

Stage 3 Exists When: 

a. Company’s total water storage or well production has been less than 50 percent of 
capacity for at least 24 consecutive hours, and 

b. Company has identified issues such as a steadily declining water table, increased draw 
down threatening pump operations, or poor water production, creating a reasonable belief 
the Company will be unable to meet anticipated water demand on a sustained basis. 

Restrictions: Under Stage 3, Company shall request the customers to voluntarily employ 
water conservation measures to reduce daily consumption by approximately 50 percent. 
All outside watering should be eliminated, except livestock, and indoor water 
conservation techniques should be employed whenever possible. Standpipe service shall 
be suspended. 

Notice Reauirements: 

1. Company is required to notify customers by delivering written notice to each 
service address, or by United States first class mail to the billing address or, at the 
Company’s option, both. Such Notice shall not ie  the customers of the general 
nature of the problem and the need to conserve water. 

2. Beginning with Stage 3, Company shall post at least - signs showing the 
curtailment stage. Signs shall be posted at noticeable locations, like at the well 
sites and at the entrance to major subdivisions served by the Company., 

3. Company shall notify the Consumer Services Section of the Utilities Division of 
the Corporation Commission at least 12 hours prior to entering Stage 3. 

Once Stage 3 has been reached, the Company must begin to augment the supply of water 
by either hauling or through an emergency interconnect with an approved water supply in 
an attempt to maintain the curtailment at a level no higher than Stage 3 until a permanent 
solution has been implemented. 
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Tariff Sheet No.: 3 of 4 
Decision No. : 
Effective: 

Stage 4 Exists When: 

a. Company’s total water storage or well production has been less than 25 percent of 
capacity for at least 12 consecutive hours, and 

b. Company has identified issues such as a steadily declining water table, increased draw 
down threatening pump operations, or poor water production, creating a reasonable belief 
the Company will be unable to meet anticipated water demand on a sustained basis. 

Restrictions: Under Stage 4, Company shall inform the customers of a mandatory 
restriction to employ water conservation measures to reduce daily consumption. Failure 
to comply will result in customer disconnection. The following uses of water shall be 
prohibited: 

Irrigation of outdoor lawns, trees, shrubs, or any plant life is prohibited 
Washing of any vehicle is prohibited 
The use of water for dust control or any outdoor cleaning uses is prohibited 
The use of drip or misting systems of any kind is prohibited 
The filling of any swimming pool, spas, fountains or ornamental pools is 
prohibited 
The use of construction water is prohibited 
Restaurant patrons shall be served water only upon request 
Any other water intensive activity is prohibited 

The Company’s operation of its standpipe service is prohibited. The addition of new 
service lines and meter installations is prohibited. 

Notice Requirements: 

1. Company is required to notify customers by delivering written notice to each 
service address, or by United States first class mail to the billing address or, at the 
Company’s option, both. Such notice shall notify the customers of the general 
nature of the problem and the need to conserve water. 

2. Company shall post at least signs showing curtailment stage. Signs shall 
be posted at noticeable locations, like at the well sites and at the entrance to major 
subdivisions served by the Company. 

3. Company shall notify the Consumer Services Section of the Utilities Division of 
the Corporation Commission at least 12 hours prior to entering Stage 4. 
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Effective: 

Once Stage 4 has been reached, the Company must augment the supply of water by hauling or 
through an emergency interconnect &om an approved supply or must otherwise provide 
emergency drinking water for its customers until a permanent solution has been implemented. 

Customers who fail to comply with the above restrictions will be given a written notice to end all 
outdoor use. Failure to comply within two (2) working days of receipt of the notice will result in 
temporary loss of service until an agreement can be made to end unauthorized use of outdoor 
water. To restore service, the customer shall be required to pay all authorized reconnection fees. 
If a customer believes he/she has been disconnected in error, the customer may contact the 
Commission's Consumer Services Section at 1-800-222-7000 to initiate an investigation. 
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Utility: Circle City Water Company, LLC 
Docket No.: W-0351OA-05-0145 
Phone No.: 

Tariff Sheet No.: 1 of 4 
Decision No.: 
Effective: 

OFF-SITE HOOK-UP FEE 

I. Purpose and Applicabilitv 

The purpose of the off-site hook-up fees payable to Circle City Water Company, LLC (“the 
Company”) pursuant to this tariff is to equitably apportion the costs of constructing additional 
off-site facilities to provide water production, delivery, storage and pressure among all new 
service connections. These charges are applicable to all new service connections established 
after the effective date of this tariff. The charges are one-time charges and are payable as a 
condition to Company’s establishment of service, as more particularly provided below. 

11. Definitions 

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizona 
Corporation Commission’s (“Commission”) rules and regulations governing water utilities shall 
apply interpreting this tariff schedule. 

“Applicant” means any party entering into an agreement with Company for the installation of 
water facilities to serve new service connections, and may include Developers andor Builder of 
new residential subdivisions. 

“Company” means Circle City Water Company, LLC, an Arizona limited liability company. 

“Main Extension Agreement” means any agreement whereby an Applicant, Developer and/or 
Builder agrees to advance the costs of the installation of water facilities to the Company to serve 
new service connections, or install water facilities to serve new service connections and transfer 
ownership of such water facilities to the Company, which agreement shall require the approval 
of the Commission pursuant to A.A.C. R-14-2-406, and shall have the same meaning as “Water 
Facilities Agreement” or “Line Extension Agreement.” 

“Off-site Facilities” means wells, storage tanks and related appurtenances necessary for proper 
operation, including engineering and design costs. Offsite facilities may also include booster 
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper 
operation if these facilities are not for the exclusive use of the applicant and will benefit the 
entire water system. 

“Service Connection” means and includes all service connections for single-family residential or 
other uses, regardless of meter size. 
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111. Off-Site Hook-up Fee 

For each new service connection, the Company shall collect an off-site hook-up fee derived fiom 
the following table: 

OFF-SITE HOOK-UP FEE TABLE 

Meter Size Size Factor Total Fee 
518” x 314 ‘‘ 1 $1,500 

314” 1.5 $2,250 
1 ,’ 2.5 $3,750 

1-1/2 L L  5 $7,500 
2” 8 $12,000 
3” 16 $24,000 
4” 25 $37.500 

6” or larger I 50 I $75,000 

IV. Terms and Conditions 

(A) The off-site hook-up fee may be 
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter 
and service line installation charge). 

Assessment of One Time Off-Site Hook-up Fee: 

(E3) Use of Off-Site Hook-uu Fee: Off-site hook-up fees may only be used to pay for capital 
items of off-site facilities, or for repayment of loans obtained for installation of off-site facilities. 
Off-site hook-up fees shall not be used for repairs, maintenance, or operational purposes. 

(C) Time of Payment: 
- a. For those requiring a Main Extension Agreement - 

In the event that the person or entity that will be constructing improvements 
(“Applicant”, LLDeveloper’y or ‘LBuilder’’) is otherwise required to enter into a 
Main Extension Agreement, whereby the Applicant, Developer or Builder agrees 
to advance the costs of installing mains, valves, fittings, hydrants and other on- 
site improvements in order to extend service in accordance with R-14-2-406@3), 
payment of the fees required hereunder shall be made by the Applicant, 
Developer or Builder no later than within 15 calendar days after receipt of 
notification fiom the Company that the Utilities Division of the Arizona 
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Corporation Commission has approved L e  Main Extension Agreement in 
accordance with R-14-2-406w). 

For those connecting to an existing main that was installed pursuant to a Main 
Extension Agreement that was approved by the Arizona Corporation Commission - 

In the event that the Applicant, Developer or Builder for service is not required to 
enter into a Main Extension Agreement, the charges hereunder shall be due and 
payable at the time the meter and service line installation fee is due and payable. 

@) Off-Site Facilities Construction By Developer: Company and Applicant, Developer, or 
Builder may agree to construction of off-site facilities necessary to serve a particular 
development by Applicant, Developer or Builder, which facilities are then conveyed to 
Company. In that event, Company shall credit the total cost of such off-site facilities as an offset 
to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities constructed 
by Applicant, Develop or Builder and conveyed to Company is less than the applicable off-site 
hook-up fess under this Tariff, Applicant, Developer or Builder shall pay the remaining amount 
of off-site hook-up fees owed hereunder. If the total cost of the off-site facilities contributed by 
Applicant, Developer or Builder and conveyed to Company is more than the applicable off-site 
hook-up fees under this Tariff, Applicant, Developer or Builder shall not be entitled to any 
refunds. 

(E) Failure to Pav Charges; Delinquent Payments: The Company will not be obligated to 
provide water service to any Developer, Builder or other applicant for service in the event that 
the Developer, Builder or other applicant for service has not paid in fill all charges hereunder. 
Under no circumstances will the Company set a meter or otherwise allow service to be 
established if the entire amount of any payment has not been paid. 

(F) Larne Subdivision Pro-iects: In the event that the Developer or Builder is engaged in the 
development of a residential subdivision containing more than 150 lots, the Company may, in its 
discretion, agree to payment of off-site hook-up fees in installments. Such installments may be 
based on the residential subdivision development’s phasing, and should attempt to equitably 
apportion the payment of charges hereunder based on the Developer’s or Builder’s construction 
schedule and water service requirements. 

(G) The amounts collected by the Company 
pursuant to the off-site hook-up fee tariff shall be non-refundable contributions in aid of 
construction. 

Off-Site Hook-Up Fees Non-refundable_: 
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(H) Use of Off-Site Hook-Up Fees Received: All funds collected by the Company as off-site 
hook-up fees shall be deposited into a separate interest bearing trust account and used solely for 
the purposes of paying for the costs of off-site facilities, including repayment of loans obtained 
for the installation of off-site facilities that will benefit the entire water system. 

(I) Off-Site Hook-up Fee in Addition to On-site Facilities: The off-site hook-up fee shall be 
in addition to any costs associated with the construction of on-site facilities under a Main 
Extension Agreement. 

(J) Disposition of Excess Funds: After all necessary and desirable off-site facilities are 
constructed utilizing funds collected pursuant to the off-site hook-up fees, or if the off-site hook- 
up fee has been terminated by order of the Arizona Corporation Commission, any funds 
remaining in the trust shall be refunded. The manner of the refund shall be determined by the 
Commission at the time a refimd becomes necessary. 

(K) Fire Flow Requirements: In the event the applicant for service has fire flow requirements 
that require additional facilities beyond those facilities whose costs were included in the off-site 
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site 
hook-up Fee, the Company may require the applicant to install such additional facilities as are 
required to meet those additional fire flow requirements, as a non-refundable contribution, in 
addition to the off-site hook-up fee. 



MEMORANDUM 

DATE: June 25,2005 

TO: Linda Jaress 
Executive Consultant LII 

f From: James J. Dorf 
Chief Accountant 

RE: Circle City Water ompany, LLC 
Docket No. W-035 1OA-0509146 (CC&N Extension) 
Docket No. W-0351OA-05-0145 (Hook-Up Fee Tariff) 

Introduction 

Circle City Water Company, LLC (“Circle City” or “Company”) has submitted to the 
Arizona Corporation Commission (“Commission”) an application to extend its current 
Certificate of Convenience and Necessity (“CC&N”) and a filing to establish a hook-up 
fee tariff related to a Lake Pleasant development which will require a new water system 
to serve approximately 10,000 new connections. 

Staffs Engineering Report has determined that the Company’s proposed construction 
cost totaling $55.4 million (includes approximately $30 million for off-site capital costs) 
for this project is reasonable. 

Financial Overview 

The Company’s recent financial performance has produced operating losses of just over 
$150,000 for both 2002 and 2003. These losses are primarily due to the Company 
apparently expensing all of its Central Arizona Project (“CAP”) Municipal and Industrial 
(“M&I”) capital charges.’ The Company’s 2003 annual report indicated total assets of 
$128,379, total liabilities of $2,252,041 and Proprietary Capital of a negative $2,123,662. 
The Company has also indicated that the Notes Payable to Affiliated Company of 
$2,224,977 will be converted to a capital contribution. The Notes Payable were not 
previously approved by the Commission. A pro forma balance sheet has been prepared 
by Staff wherein the Notes Payable is converted into Proprietary Capital as of December 
31,2003 (Schedule JJD-1). 

‘ The Company has a subcontract (dated December 17,1999) for 3,932 acre-feet as stated in its Assignment 
of Rights and Assumption of Obligations of Central Arizona Project Municipal and Industrial Water 
Service Subcontract. 
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A review of Circle City’s annual report for 2004 indicated that its operating losses 
continue at just under $150,000 and it appears that the Company is continuing to expense 
its CAP M & I charges ($125,824 in 2004). 

Proposed Off-Site Hook-Up Fee Tariff (Docket No. W-0351OA-05-0145) 

Staffs Engineering Report correctly indicates that Staff recommends that private water 
companies should not have capital structures that are substantially funded by hook-up or 
other fees. Staff generally recommends that contributed capital not exceed 25 percent of 
the assets required to establish service. 

The Company has proposed a Hook-Up Fee tariff of $3,000 for a 5/8 x %-inch meter 
which is graduated for larger meter sizes. Based on its estimate of an increase of 10,000 
customers, the Company would collect the full $30 million cost of the estimated off-site 
capital charges. Additionally, this represents 54 percent of the total capital costs of $55.4 
million. 

Staff is recommending a $1,500 hook-up fee for all new 5/8 x %-inch service 
connections. This will provide approximately $15 million in capital for the Company’s 
anticipated new service connections or approximately 27 percent of its total anticipated 
construction costs ($15 million divided by $55.4 million). Therefore, Staff also 
recommends that $1,500 hook-up fee be considered a non-refundable Contribution in Aid 
of Construction. This will establish a more balanced capital structure and prevent an 
overly subsidized private water company. 

Proposed CC&N Extension (Docket No. W-0251OA-05-0146) 

The Company has proposed charging its existing water rates (See Exhibit I) to the 
customers in the CC&N extension area. These rates have produced operating losses for 
the last three years. It appears that the Company will continue to produce operating 
losses to the extent it is expensing its CAP M&I charges. Staff will address the 
Company’s accounting for CAP M & I charges in its next rate case. 

Staff Recommendations 

Staff recommends that the Company submit an Off-Site Hook-Up Fee Tariff as 
summarized in the Engineering Report. Staffs recommended Hook-Up Fee Tariff 
provides for a non-refundable fee of $1,500 which is graduated for other meter sizes. 

Staff M h e r  recommends the Company charge its existing rates as summarized in Exhibit 
I. 

Staff further recommends that the Company demonstrate that its existing 169 customers 
will be positively impacted by the addition of the new water facilities necessary to serve 
the new CC&N when filing its next rate case application. 



................... - .... .- . .  ........... . . .  

The Company shall provide a complete summary of its accounting for CAP M&I capital 
charges in its next rate case. 
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ASSETS 
Cash 
Accounts Receivable 

Schedule JJD-1 

PRO FORMA BALANCE SHEET 

Adjust- Pro 
12/31/2003 ments Forma 

0 
3,776 

0 
3,776 

Prepayments 62,912 62,912 
Current Assets 66,688 66,688 

Utility Plant in Service 97,433 97.433 
Less Accumulated Depreciation 

TOTAL ASSETS 
Fixed Assets 

(35,742) 
61,691 

$128.379 

(35,742) 
61,691 

$128.379 

LIABILITIES AND CAPITAL 
Accounts Payable 2,209 2,209 

Customer Deposits 3,870 3,870 
Accrued Taxes 

Notes Payable to Associated Company 2,224,977 (2,224,977) 0 

Current Liabilities 
2,031 

2,233,087 
2,031 
8,110 

Refundable Meter Deposits 3,986 
Advances in Aid of Construction (AIAC) 13,368 
Contributions in Aid of Construction (CIAC) 6,004 
Less Amortization of CIAC (4,403) 

Deferred Credits 18,955 
TOTAL LIABILITIES & CREDITS 2,252,042 
CAPITAL ACCOUNTS 

3,986 
13,368 
6,004 

(4,403) 
18,955 
27,065 

Proprietary Capital (2,123,6621 2,224,977 101,315 

TOTAL LIABILITIES & CAPITAL $128,380 0 $128,380 

Amount differences due to rounding. 
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EXHIBIT I I 
-c 'ircle City Water Co., L.L.C. 

@mer City, State, Zip Code: 
PWSk 

T d & o r  @ursuant to ACC Decision No. 60972) 
Trrmsfer of- & C C m  Date: 
h4eterReadiugRouteNumk 
€%or ACC Rate AppkatkmDeci~m and Date: 
ownership Type: 

county of operatioas: 

Monfhlv Usage CbaEes: 
518" X 314" meter 
314" metex 
1" meter 
I-In" meter 
2" meter 
3" meter 
4" meter 
6" meter 

Gallons Included in Base Rate 
Fire Hydrants 

Commoditv Chewe: 
Per 1,000 flom 

Service line and Meter Installation Chawes: 
5/8" X 314" meter 
314" meter 
1" meter 
l-l/2" meter 
2" meter 
3" meta 
4" mem 
6" meter 

Service Cham: 
Establishment 
EXablishment (after hours) 
Recormecticm 
Recoxmectiian (k hours) Excluding Non-pays 
SdtyDepoSits 
Deposit @erAAC. KI4-2403 (B)) 
Reestablishment (within 12 manths) 
Non-suflicht Funds Payment 
Deferred Payment Interest Charge @a month) 
Meter Reread (if cared and not error) 
MeterTest 
Late Payment P d t y  @er montb) 
Collection of State ami Local Taxes 

i 

-. 

October 14,2000 
Cixcle City Water Co., L.L.C. 

P.O. Box 82218 
BakersfieId, CA 93380-2218 

07-1 12 
Maricopa 

Brooke Water L.L.C. 
July 6,1998 

7033 
No. 50232 dated December 7,1979 

Limited Liability Company 

10.75 
22.00 
35.00 
75.00 

100.00 
125.00 
150.00 
175.00 

2,000 
7.00 

1.95 

175.00 
185.00 
225.00 
475.00 
550.00 

cost 
cost AQPRO'JED FOR FILING 

s 25.00 
s 25-00 
s 25.00 
s 35.00 

LAC. Rl4-2-403 (5) See D@ Schduk 
6.00% 

b w b  off ~ X & ~ U U D I A A C .  R I C U W  0 
s 15.00 

1 .SO% 
$ 10.00 
s 15.00 

1 .SOYO 
A.A.C. R14-248 (DXS) 

'L. ' :S. . ,  . . --.. . 



TO: 

FROM: 

TH RU : 

DATE: 

RE : 

Jim Fisher 
Executive Consultant I I  
Utilities Division 

Barb Wells 
Information Technology Specialist 
Utilities Division 

Del Smith 
Engineering Supervisor 
Utilities Division 

April 18, 2005 

CIRCLE CITY WATER COMPUY, LLC I D W E T  NO. W-085108-05-01461 
AMENDED LEGAL DESCRIPTIOW 

The area requested by Circle City ha5 been plotted using a revised legal 
description, which has been docketed. This legal description is attached and should be 
used in place of the original description submitted with the application. 

Also attached is a copy of the map for your files. 

: bsw 

Attachments 

cc: Docket Control 
Mr. Jay Shapiro 
Deb Person (Hand Carried) 
Vile 
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Docket Control 

Director Steve M. Olea f i  
Utilities Division 

October 17,2014 

STAFF REPORT FOR CIRCLE CITY WATER COMPAk$Y- 
APPLICATION FOR DELETION OF PORTIONS OF ITS CERTIFICATE OF 
CONVENIENCE AND NECESSITY AND THE REQUIREMENT TO FILE A 
RATE APPLICATION PURSUANT TO DECISION NO. 68246 (DOCKET NO. W- 
0351OA-13-0337) 

TO: 

FROM: 

Date: 

RE: 

Attached is the Staff Report for Circle City Water Company L.L.C.'s application for deletion 
of portions of its existing Certificate of Convenience and Necessity and the requirement to file a rate 
application pursuant to Decision No. 68246. Staff is recommending denial. 

SMO:BNC:tdp\MS 

Originator: Blessing Chukwu 

Arizona Corporation Commission 
DOCKETED 

O C T  B 7 2014 
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EXECUTIVE SUMMARY 
CIRCLE CITY WATER COMPANY L.L.C. 

DOCKET NO. W-0351OA-13-0397 

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City‘, or “Company7’) 
filed an application with the Arizona Corporation Commission (“ACC” or ‘cCommission”) 
requesting approval to delete approximately 5,042 acres of its Certificate of Convenience and 
Necessity (“CC&N”) as extended by Decision No. 68246 and to delete the Decision’s requirement 
for the Company to demonstrate in its next rate case filing that its existing customers have been 
positively impacted by the addition of new water facilities necessary to serve the extension area. 

Circle City is an Arizona Corporation, in good standing with the Commission’s Corporation 
Division, and engaged in providing water service to approximately 179 customers in portions of 
Maricopa County, Arizona. 

Staff recommends the Commission deny Circle City’s application for deletion of a portion of 
its CC&N within portions of Maricopa County, Arizona, to provide water service. Staff also 
recommends that the Commission eliminate the requirement that Circle City comply with Decision 
No. 68246’s requirement for the Company to demonstrate in its next rate case filing that its existing 
customers have been positively impacted by the addition of new water facilities necessary to serve 
the extension area. Staff further recommends that the Company file with Docket Control, as a 
compliance item in this Docket by June 30,2015, documentation from ADWR indicating that the 
water system is compliant with departmental requirements governing water providers and/or 
community water systems. 
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INTRODUCTION 

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City” or “Company”) 
filed an application with the Arizona Corporation Commission (“ACC” or c‘Commission’’) 
requesting approval to delete portions of its Certificate of Convenience and Necessity (“CC&N”) as 
extended by Decision No. 68246 and to delete the Decision’s requirement for the Company to 
demonstrate in its next rate case filing that its existing customers have been positively impacted by 
the addition of new water facilities necessary to serve the extension area. 

On December 11,2013, and January 9,2014, Lake Pleasant 5000, L.L.C. (“LP5K’) and Rex 
G. Maughan and Ruth G. Maughan, Trustees of the Maughan Revocable Trust of 2007 (“MRT”), 
respectively, filed an Application to intervene. 

On December 13, 2013, and March 12, 2014, by Procedural Order, LP5K and MRT were 
granted intervention, respectively. 

In April 2014, the Company provided additional documentation to support its relief 
requested, pursuant to data request issued by Commission Division Staff (“Staff 3. Likewise, LP5K 
also provided additional information. 

BACKGROUND 

Circle City is an Arizona Corporation, in good standing with the Commission’s Corporation 
Division, and engaged in providing water service to approximately 179 customers in portions of 
Maricopa County, Arizona. According to Commission records, the Commission approved the 
original CC&N for Circle City in Decision No. 31 121 (August 15,1958) as Circle City Development 
Company. Since then, the assets and CC&N have been transferred a few times. Circle City is now 
owned by Brooke Resources L.L.C. 

Circle City provides water services to both residential and commercial customers. The 
Company’s CC&N covers approximately 8,300 acres (approximately 13 square miles) and is located 
in the western portion of the Phoenix Metropolitan Area, in Maricopa County. 

By this application, Circle City is seeking Commission authority to delete approximately 
5,042 acres of its CC&N, as extended by Decision No. 68246 and to delete the Decision’s 
requirement for the Company to demonstrate in its next rate case filing that its existing customers 
have been positively impacted by the addition of new water facilities necessary to serve the extension 
area. 

THE REQUESTED CC&N DELETION AREA 

The Company’s CC&N is approximately 13.2 square miles in size and is located in the 
western portion of Phoenix Metropolitan Area, in Maricopa County. Precisely, in Section 33 in 
Township 06 North, Range 03 West (referred to herein as the “Circle City’s initial CC&N”), Section 
28 in Township 06 North, Range 03 West (referred to herein as the V a m c k  160”) and Sections 5, 
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6,7,8,9,17 and 18 as well as a majority pomon of Section 4 in Township 07 North, Range 02 West 
(referred to herein as the “Lake Pleasant 5000,’). Lake Pleasant 5000 CC&N area consists of 
approximately 4,882 acre planned development with approximately 10,000 residential units and 300 
acres of commercial development and is located approximately five miles northeast of Circle City’s 
initial CC&N area. Warrick 160 CC&N area consists of approximately 160 acres of land for 78 
residential lots. Warrick 160 is located northeast of Circle City’s initial CC&N and is adjacent to it at 
one point. Decision No. 68246, issued on October 25,2005, granted Circle City’s request to extend 
its CC&N to include Warrick 160 and Lake Pleasant 5000 areas (“the Project”). The subject CC&N 
deletion application would remove from Circle City’s CC&N all of the Warrick 160 and the Lake 
Pleasant 5000 areas. The proposed deletion areas include approximately 5,000 acres. According to 
Circle City, the Company is not serving any customers in the Warrick 160 and the Lake Pleasant 
5000 areas and none of the intended water system’s plant necessary to serve the proposed deletion 
areas has been constructed.’ 

CIRCLE CITY POSITION 

Decision No. 68246 granted Circle City’s request to extend its CC&N to serve the Project. 

In its Application to delete CC&N as extended in Decision No. 68246 and its Motion to 
delete the requirement in Decision No. 68246 related to a future rate application, Circle City states 
that it first received an expression of interest to develop the Project known as the Lake Pleasant 
5000 Project from Harvard Investments, Inc. (((Harvard” or the “Developer”) in 2004. 

In 2005, Circle City and Harvard executed the Water Facilities Agreement (‘WA’’) which 
provided water service to Warrick 160 and Lake Pleasant 5000. Subsequently, according to Circle 
City, in November 2007, Circle City and the other ownership partners of Phase I including the 
Developer, known as Warrick 160 U C  for the purposes of t h i s  portion of the Project, and the 
Central Arizona Groundwater Replenishment District (“CAGRD”) executed the Agreement and 
Notice of Municipal Provider Reporting Requirements for Warrick Property Regarding Membership 
in the Central Arizona Groundwater Replenishment District (the “CAGRD Agreement”). Circle 
City states that as a result of the Agreement, the Developer became a Member Lands in the 
CAGRD and met the requirements for an assured water supply for Phase I of the Project in the 
Active Management Area (“fLMA”) of the Arizona Department of Water Resources (“ADWR”). In 
addition, Circle City received an approval to construct (“ATC”) Phase I of the Project in June, 2008. 

On March 2, 2005, Circle City fded an application for an extension of its CC&N with the 
Commission to provide public water service to the Project, which was granted in Decision 
No.68246. The Project was to consist of two sections called Phase I and Phase 11. Phase I related 
to 160 acres of land for 78 residential lots located northeast and contiguous to Circle City’s existing 
CC&N also known as the Warrick 160 portion. Phase I1 related to 4,882 acres located 
approximately five miles north of Circle City’s existing CC&N that would be connected by a series 
of newly developed main extensions, 7.6 million gallons of water storage, Central Arizona Project 
(“CAP”) treatment plant and related appurtenances. Circle City states that the Project was planned 

1 See Company’s responses to Staffs First Data Requests. 
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welling units having peak day demand of more than 5,255 gallons per minute. The 
st estimate for the combined cost of water infrastructure and onsite distribution for the 

Project exceeded $55,000,000. 

Circle City states that it now desires to delete the area from its CC&N because “the Project 
never got developed beyond the initial entitlements phase more than 8 years later, there is no plan to 
develop or construct the Project.” Circle City alleges that in prior interaction it had with the 
Developer in an April 12,2013 phone call, the Developer described the Project as “not viable” and 
that the Developer had “indicated that it could be as long as 10 more years before the area around 
the Project might develop.” Circle City further alleged that the Developer agreed with the Company 
to unwind all regulatory and contractual arrangements with Circle City related to the Project 
including the deletion of the extended CC&N; termination of the Water Facilities Agreement; 
cancellation as a Member Lands with CAGRD for Warrick 160, and cancellation of the Maricopa 
County Franchise Agreement. 

The Company contends that several weeks after significant “unwinding” work had been 
completed (although it never identified what this significant unwinding work consisted of), the 
Developer apparently recognized that “unwinding” the Project arrangements should include the 
approval of the other Project partners as well. As a result, the Developer requested on May 3,2013 
Circle City to “hold” on the “extinguishing/termination7’ of the unwinding arrangements until a 
Partners’ “meeting was convened that confirmed and approved the Developer’s previous 
“unwinding” decision.” According to Circle City, in response to the Developer‘s request, it 
expressed astonishment at the Developer’s “hold” instruction and advised the Developer that it was 
“directing its counsel to proceed” based on their prior discussions that “the Project was not viable 
and that unwinding the Project was the only reasonable thing to do.” 

On July 18, 2013, L E K  paid Circle City $67,782.61 for legal and engineering expenses 
incurred for the extension area, in accordance with the WFA. Circle City does not deny that it 
cashed this check. According to Circle City’s response to Staffs Second Set of Data Requests, the 
check was for “expenses related to development of the project.” On August 7, 2013, at the 
suggestion of Circle City7 a meeting was arranged with the Developer to discuss the most current 
status of the Project. According to Circle City the Developer stated that is partners did not want to 
delete the CC&N approved in Decision No. 68246 or terminate their membership with CAGRD. 

Nonetheless, Circle City proceeded to file the instant CC&N deletion application. 
Attachment B contains a map which shows the portion of Maricopa County at issue. 

MAUGHAN REVOCABLE TRUST (“MRT”), LAKE PLESANT 5000, L.L.C. (“LPSK”) 
POSITION 

The areas Circle City proposes to delete (Warrick 160 and the Lake Pleasant 5000) are 
owned by MRT, LPSK, and their development partners. MRT and LPSK were granted intervention 
in this matter. The owners entered into a WFA with Circle City. In July of 2013, as stated above, 
the owners paid $67,782.61 to Circle City in accordance with the WFA. The owners do not want 
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their properties deleted and have advised Circle City a need for service exists. The owners reiterated 
the request for service in a letter dated December 11 , 201 3. 

THE WATER SYSTEM 

The new water system needed to serve the proposed CC&N deletion area was contemplated 
to be constructed in two phases2 and financed pursuant to the WFA between Circle City and the 
developer. According to the Company’s responses to Staffs First Data Requests, Circle City does 
not serve any customers in the CC&N extension granted in Decision No.68246 and none of the 
intended water system’s plant necessary to serve the Warrick 160 and the Lake Pleasant 5000 areas 
has been constructed. 

Attachment A is Staffs Engineering Report which describes the current water system. The 
report includes the findings that Circle City is in compliance with Maricopa County Environmental 
Services Department (“MCESD”) and with the Commission decisions. The Company’s water 
system is not in compliance with Arizona Department of Water Resources (“ADWR”) requirements 
as the Company failed to file a System Water Plan. 

The report indicates that Circle City’s water system has adequate production and storage 
capacities to serve the present customer base and reasonable growth in the Company’s original 
certificated area. 

Staff recommends that the Company file with Docket Control, as a compliance item in this 
docket, by June 30,2015, documentation from ADWR indicating that the water system is compliant 
with departmental requirements governing water providers and/or community water systems. 

SPECIAL SERVICE TARIFFS 

Circle City has approved Curtailment Tariff, Backflow Prevention Tariff, and Offsite 
Hookup Fee Tariff for water on file. 

STAFF ANALYSIS OF THE CC&N DELETION APPLICATION 

In any CC&N deletion proceeding, Staff is charged with reviewing the evidence submitted 
by an applicant to make a recommendation to the Commission based upon the facts contained in 
the application and any responses to the application by interested and/or affected parties. The 
issues in a deletion proceeding relate to whether the applicant continues to be fit and proper with 
the financial, managerial and technical capabilities to serve the public. In this case, additional 
circumstances are presented related to the Project’s viability and Circle City’s continued 
responsibility to serve the area as the CC&N holder. 

During its review, Staff met with Circle City and with the owners of Warrick 160 and the 
Lake Pleasant 5000 and also issued data requests to both parties. 

Phase I of the Project intended to be in the Warrick 160 area 
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Staffs review of the information received indicates that the owners and/or developers of the 
proposed deletion area want Circle City to provide water service to their development? The 
statements made regarding unwinding the Project were apparently not based upon input by all of the 
partners to the Project. Once all of the Partners were consulted, it became clear that they wanted to 
proceed with the Project in the extension area. While no timeframe has been presented, steps have 
been taken by the Developers to begin the Project. On July 18, 2013, LP5K paid Circle City 
$67,782.61 for legal and engineering expenses incurred for the extension area, in accordance with the 
WFA. Circle City received and cashed Check No. 786, approximately four (4) months before filing 
the instant application. In addition, the check was received and cashed on August 1,2013, during the 
time that the Developers and Circle City were engaged in discussions regarding the Project. 
Significantly, after receiving and cashing the check, Circle City arranged a meeting with the 
Developers to discuss the current status of the Project. The fact that Circle City cashed the 
Developer’s check is an indication that it intended to proceed with the Project. In response to 
Staffs Second Set of Data Requests4, Circle City itself acknowledged that the check for $67,782.61 
was for “payment of contractual legal and engineering expenses related to development of the 
project in accordance with the 204 WFA.” After cashing the check, it called a status meeting in 
August, 2013, during which it was once again informed that the Developer’s partners wanted to 
proceed with the project. 

Circle City also apparently relies upon language in Decision No. 68246 which provided that 
if Circle City failed to meet certain conditions in the Order which involved filing certain 
documentation within 24 months of the Order, the decision would be deemed null and void without 
further Order of the Commission. Two of the documents it was to fde were (1) a copy of the 
Certificate of Approval to Construct for Phase I, and (2) a copy of the Developer’s Assured Water 
Supply for Phase 1 of the Pr~jec t .~  While these documents were not filed, Circle City acknowledges 
in its filing, that it had obtained both documents. Given this, the Company should not be allowed 
to benefit at the expense of the Developers from its own failure to file the documents with Docket 
Control as required by Decision No. 68246. 

There is also the issue of Decision No. 68246 requirement for the Company to demonstrate 
in its next rate case filing (scheduled for 2014) that its existing customers have been positively 
impacted by the addition of new water facilities necessary to serve the extension area. Neither Phase 
I nor I1 of the Project has been built. Staff agrees with Circle City that this requirement is no longer 
necessary and should be deleted. 

LP5K and its development partners need water service, as evidenced by Attachment C .  
Circle City in cashing the Developer’s check took action inconsistent with its current application to 
delete the Project service area from its CC&N. It noted in response to Staffs Second Set of Data 
Requests, that the check was for expenses related to development of the Project. Then, at the 

See Attachment C, Letter from LP5K to Mr. Robert Hardcastle of Circle City. 
April 18,2014 response by Robert T. Hardcastle to Staff Second Set of Data Requests. 
It should be pointed out that the ATC for Phase I has since expired. However, the Company can 

resubmit the ATC application at any time. 
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August 2013 meeting Circle City called, Circle City again was told by the Developer that its partners 
desired to proceed with the Project. 

Further, there are no other water providers serving areas contiguous to or in close proximity 
to the proposed deletion area. Staff believes that in general it is more economical for an area to be 
served by one water provider than several contiguous, small water providers. Staff has no reason to 
believe that the situation in this case is any different in that the deletion proposed by Circle City 
could result in the creation of at least one other small, possibly non-financially viable, water 
company. Such a result is not consistent with the public interest. 

Staff recommends denial of Circle City's request to delete the portions of its CC&N 
extended by Decision No. 68246. Staff also recommends that the Commission eliminate the 
requirement that Circle City comply with Decision No. 68246's requirement for the Company to 
demonstrate in its next rate case filing that its existing customers have been positively impacted by 
the addition of new water facilities necessary to serve the extension area. 

RECOMMENDATIONS 

Staff recommends the Commission deny Circle City's application for deletion of a portion of 
its CC&N within portions of Maricopa County, Arizona, to provide water service. Staff also 
recommends that the Commission eliminate the requirement that Circle City comply with Decision 
No. 68246's requirement for the Company to demonstrate in its next rate case filing that its existing 
customers have been positively impacted by the addition of new water facilities necessary to serve 
the extension area. Staff further recommends that the Company file with Docket Control, as a 
compliance item in this Docket by June 30,2015, documentation from ADWR indicating that the 
water system is compliant with departmental requirements governing water providers and/or 
community water systems. 



ATTACHMENT A 

M E M O R A N D U M  

TO: Blessing Chukwu 
Executive Consultant I11 

FROM. Katrin Stukov 
Utilities Engineer 

DATE: September 5,2014 

RE: Application of Circle City Water Company L.L.C. for approval to delete portions of 
its Certificate of Convenience and Necessity and the requirement to file a rate 
application pursuant to Decision No. 68246 (Docket N0.W-03510A-13-0397). 

Introduction 

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City” or “Company”) 
filed with the Arizona Corporation Commission C‘ACC” or “Commission”) an application 
requesting approval to delete portions of its Certificate of Convenience and Necessity (“CC&N”) as 
extended by Decision No. 68246 and to delete the requirement for the Company to demonstrate in 
its next rate case filing that its existing customers have been positively impacted by the addition of 
new water facilities necessary to serve the extension area. 

Circle City‘s service area is located in the western portion of the Phoenix metropolitan area 
in Maricopa County. The Company’s CC&N area covers approximately 8,300 acres (roughly 13 
square miles). 

The Company’s CC&N extension granted in Decision No.68246 includes two separate areas 
intended for a project known as Lake Pleasant 5000 C‘Project”). The first area covers 4,882 acres 
and is five miles northeast of Circle City‘s original certificated area’. The second area, known as the 
Warrick 160, covers 160 acres and is adjacent at one point to Circle City‘s original certificated area. 

The new water system needed to serve the Project was contemplated to be constructed in 
two phases2 and financed pursuant to a Water Fachty Agreement between Circle City and the 
developer of the Project. According to the Company’s responses to Staffs First Data Requests, 
Circle City does not serve any customers in the CC&N extension granted in Decision No.68246 and 
none of the intended water system’s plant necessary to serve the Project has been constructed. 

’ Circle City’s certificated area prior to the CC&N extension granted in Decision No.68246. 
Phase I of the Project intended to be in the Wamck 160 area 
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Circle City Water System 

Operation 

According to the Company’s 2012 Annual Report, the Circle City water system consists of 
one well, producing 75 gallons per minute (“GPM’), one 50,000 galIon storage tanks, three 25,000 
gallon storage tanks, a booster system and a distribution system serving 179 customers in the 
Company’s original certificated area. 

Based on the water use data obtained from the Company’s 2012 Annual Report, Staff 
concludes that the Company’s well production capacity of 75 GPM and storage capacity of 125,000 
gallons are adequate to serve the present customer base and reasonable growth in the Company’s 
original certificated area. 

Maricopa County Environmental Services Department (“MCESD”) Compliance 

According to MCESD compliance status report, dated December 6, 2013, MCESD has 
determined that the Company’s water system has no major deficiencies and is currently delivering 
water that meets water quality standards required by 40 C.F.R. 141 (National Primary Drinking 
Water Regulations) and Arizona Administrative Code, Title 18, Chapter 4. 

Arizona Department of Water Resources (“ADWR”) Compliance 

The Company is located in the Phoenix Active Management Area. According to an ADWR 
compliance status report, dated September 5, 2014, ADWR has determined that the Company’s 
water system is not in compliance with ADWR requirements as the Company failed to file a System 
Water Plan. 

ACC Compliance 

On September 5,2014, the Utilities Division Compliance Section noted that a check of the 
compliance database indicates that there are no delinquencies for Circle City. Therefore, Circle City 
is in compliance with the ACC Compliance Database at this time. 

Curtailment Tariff 

The Company has an approved Curtailment Tariff. 

Backflow Prevention Tariff 

The Company has an approved Backflow Prevention Tariff. 
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Conclusions/Recommendations 

1. The Circle City water system has adequate well production and storage capacity to serve 
its present customer base and reasonable growth. 

2. The Company is in compliance with MCESD regulations. 

3. Circle City is in compliance with the ACC Compliance Database at this time. 

4. Staff recommends that the Company file with Docket Control, as a compliance item in 
t h i s  docket by June 30, 2015, documentation from ADWR indicating that the water 
system is compliant with departmental requirements governing water providers and/ or 
community water systems. 



TO: Blessing Chukwu 
Executive Con~ l tan t  I I I 
Utilities Division 

fROM: Lori H. Mille 

GI5 Specia v 
Utilities Division 

THRU: Del Smith f)S 
€ngineering Supervisor 
Utilities Division 

DATE: December 12, 20 I 3  

R€ : CIRCLE CITY WATER COMPANY, LLC IDOCKET NO. W-03510A-lil-0~97l 

The area requested by Circle City for a partial deletion has been plotted with no 
complications using the legal description from Decision No. 68246 as referenced in the 
application (a copy of which is attached). 

Also attached is a copy of the map for your files. 

Attachment 

cc: Mr. Robert T. Hardcastle 
Ms. Katrin Stukov 
Ms. Deb Person (Hand Carried) 
f ile 
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Job no. 2507750 

Being all of Sections 5,6,7,8,8,17,1 E and a p~r%on of S d o n  4, Township 6 Norfh. Range 2 
West of the Gila and salt Rhwr Bese and Meridian, Maricopa County, Arizona, being mare 
particUbrty described 25 follpws: 
BEGINNING at the Soutiwst o o m  of said SeFbion 18, being a QLO. Brass Cap; 
THENCE Norlh w) degre-zs 01 rnimiirs 37' s=emdse , 8 h g  ne w@$.fip of the S o & W  
qumbrofsaidSectionl8a d i i  of~.1ZfPrattotheWestquartercamerc3fseidSection 
18, be-bg a 0.10. Brrrae Cap: 
THENCE NC&~ MI degroes 92 minutes 20 seconds West, along the West l i i  pfthe No~mest 
quarter af said Secticin j8 a distance uf ZS39.18 fest tc, the Northwest corner af sakl Section 18, 
being a GLO. Bass Cas 
THENCE North 00 degrees 00 minutes 00 sewnds East abng the West fine of said Section 7, 
a distance of 5284.62 feet to the NnrthHlCrst m e r  of said Section 7, being 8 G.L.O. Brass cap; 
THENCE North 00 bgrees U7 minutes 21 seconds East, 40- tfre WesC Iine of ttre Southwe 
quarter of said Sectiwr 6 a d i n =  rrf 2640.71 feea to the West quarter corner af said Sedion 6, 
baing B G.LO. Brass Cap; 
THEM= NoRh 00 degrees 07 minutes 15 seconds Weat, along f.he Wetst fine of the N c ~ t t w s t  
quarts of said SeEtion 6 p1 distance of 2836.20 feat to the Northwwt m e r  of said Sdon  6, 
behg a C.LO. Brass Cap; 
MENCE South 89 d q r w s  55 minutes 08 seconds East, along the Nom tine of the Northw& 
quarterof sakl Setcfitm E a distance of 3499.21 Mto the N o f i  querter =mer ofsaid Sectipn 6, 
being a GLO. &ass Cap; 
THENCE South 69 deg- 10 rninutss 12 seconds Ea& 8long the Nom fine of We Northeast 
puartbr of said Se-ctbn 6 a distance of 498.80 feet to the Swth quarter mmer of Section 31, 
Township 7 NoFfh, Range 2 West, behg a GLO. Brass Cap; 
THENCE Narth 89 degrees 50 minutes 21 seconds East, continuing along the North line of the 
Northeast quarter of said Section 6 a di ince 05 2140.86 feat to he Northeast comer d S d ~ n  
6, being a G.L.0. Brass Cap; 
THENCE Sooth %9 degree8 53 minutes 33 mmndb Esst, along the Narth line of the ~ ~ f f i w e s t  
quarter of mid Secfion 5 a distance d 501 -45 feet to m e  Southwe corner of said Seciion z. 
Township T N M ,  Penge 2 W e  be-@ a G.L.0. Brass Cap; 
THENCE South 6B degrees 54 minutes 32 secpnds East, conthing along the Nartir h e  of the 
Nw#Rlvest quarter of said %don 5 a d i i n a  of214821 f b t  to the North quarter wmer of 
Section 5, being a GLO. Brass Cap; 

. THENCE North 65 degrees 07 minutes 14 seconds Easf along lhe North line of the N&e- 
quarter of =id cS&2m 5 E dis%snw ~f 4S.ST fiiet tc the Soah quarfer cumw of Seaion 32, 
TFrwnship 7 Norrt\. Range 2 Wbst being a GLO. Braas Cep; 
THmCE South 89 degrees 43 minutes 3B seconds Ea- amtirruing along fhe No& line of h8 
Norfb5ast qUaKkr of said SdCm 5 a dPtance of 2146.N feet to the Northesat =mer of m-d 
Section 5, being E GLO. Brass Cap: 

- 
- -%< :*-- - I - 

~ 

*. 

. 

EXHIBIT A 
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Total Desmptbn 

THENCE NO& a9 degrees 58 minutas 03 setonds East, along the North h e  of the ~orthwsbt 
quarber of said Section 4 a diatam d4971)I k?e.€tc, the SoUthWd comer of Section 33, 
Tmshfp 7 North, Range 2 We& being a G.LQ- Brass Cap; 
MENCE S& 89 degrees 57 minutes 12 seconds; East, mnh.Ihg %ng the Norih line of the 
No-& quarter of said Ss&n 5 a distance of 823.78 feet to the North& corner of GLO. 
M 4; 
THENCE south 00 degpes l o  minutes 24 8earnds E&, along tfie East raw of said Lot 4 a 
d i c e  of lZEZ.71 betto the Southeast corner of said tcd4; 
THENCE N m  89 degrees 6B minubS58 secor~ds East 2637.17 feet; 
THENCE sollth 00 degrees 11 minutes 19 mconde East 860.77 feet 
THENCE NOM 89 degrsss 57 mlnutcS 42 secands E8st 969.08 feet 
THENCE S w h  00 d e g w . l l  rninutss 32 scmds East 880.42 fee$ 
THENCE North 89 d e p e s  56 minutes 29 seconds East 32B.71 feet to the EeSt quarter corner 
d said Section 4; 
THENCE South OD dmgraes 11 mimes 37 seconds West, along the E& [ins of the Southeast 
quarter of said secfion 4 a diskrnw of 2641 22 bet to the Soulhsast comer of said Secfjan/4, 
being a G.LO. Brwm Cap; 
THENCE South OD degmes*DZrnintrtes:;3Jlse3Pnda We& along the East T i  of &8 Notfheast 
quark of said W k m  9 a distance of 263f3.28 feet to the East quarter comer of said Section 9, 
being a G-LO. Brass Cap; 
THENCE South DO degtees OS minutss 39 seconds West alang the East fine of the Southeast 
quarter of said S d o n  9 a d h m e  of 2635.85 feet to 
baing a G-LO. Bmss Cap: 
THENCE No& 89 degrees 55 minubs 39 seconds W e  along the Swth lim afthe Southeas€ 
qwrteruf said Sedon 9 a di inca of 2E36.73 feet tp ~ E I  South quarter camer dSection 9, 
being a G.LO. Brass Cap; 
THENCE North 83 degrees !j4 minutes 43 seconds West, along the South iine ofthe southwest 
quafbr d said Sectian €3 a drstance of 2639.1 B feet io the Soutt.rweSt comer of Settion 9. being 
a GLO. Brass Cap; 
THENCE Sot& 00 d ~ ~ r e e s  1 D mbtUte8 03 seconds West, along the East lime of the Northeast 
quarter of said Section 17 8 distance of 2637.4j fed to the East quarter comer of said Ssction 
17, beb-tg a G-LO. Bass Cap; 
THENCE Sot.& DO d e p -  10 minutss 03 m d s  West, along the E& fins of the Southeast 
quarter of said Section 'f7 a distance of 2637.41 feet to the Southeest comer of said SecUon 17, 
being a GLO. Brass Cap; 
THENCE North 89 de- 40 minutes 41 saconds West along the South line of the Southeast 
quartev d said Sedinn 17 a distanoe of 263822 fest to the Sou& quarter comer of seid Section 
17, being a GLO.  8mss Cap; 
THENCE ND&I 89 dsg~ees  54 minutea 1 E( seconds Wesf along the South line of the SoLthWest 
quarter of said Sedon 17 e &istan= bf 2 W - W  feet ta the Southwest wmer of Secfion 77, 
baing a G.LO. Brass Cap; 
THENCE North 89 degrees 57 minutes 37 seconds Wesf along i h ~  South tine 07 me souehssst 
quarterofsaidSection 18a~nceof2644~2feettombSo~quarterwma.ofsaldSecti~n 
1 S, bdng a G.LO. &ass Cup; 
THENCE Nom 89 degrees Ejg minutes 11 seconds West, along the South Brie of the 
qLIa&r d seid Section I B  a distance of 2514-54 feet to the S~uunrrresf corner of said 
being the hint of Beginning. 

Soubeast comer of said Section 9, 



DCCKEX NO. W-0351OA-05-0145 et a1 

M E  SOUTHEAST QUARTER OF SECTl5N 28 
EGAL DESCRIFWON 

THE SOUTHEAST QUARTER OF SECTION 28, TOWNSHIP 6 NORTH, WUVGE 3 
WEST OF THE GILA AND SALT R N u i  BASE AND MERIDIAN, MARICOPA COUNTY, 
ARIZONA, BEING WRE PAfTi7CUWY DESCRIBED AS FOLLOWS: 

. 

BEGINNING A f  THE SOUTHEAST CORNER OF SECTION 28. MONUMENTED BY A 
G.LO. BRASS CAP: 

THENCE NORM ~ - m w  W E ~ T  ALONG ME SOUTH LINE OF THE SOUTHEAST 
QUARTER.OF SAfD S E m l d N  28, ALSO BEING THE BASIS OF BEARING, A 
DISTANCE OF 2644.53 FEEF TO M E  SOUTH QU-R CORNER OF SECTION 28 
MONUMEWED BY A G.L.0. BMSS CAP 

THENCE NORTH 00'0121' WEST ALONG THE NOKTH-SOUTH MlPSECTlON LINE 
OF StgrD SECpON 28 A DISTANCE OF 2639.37 FEET TO THE CENTEROF 
SECTION OFSAID SECTION 28, MONUMENTED BYA'REBAR Wm FUS 9Dk-&b'; 

THENCE NORTH 89'58'37" EAST ALONG THE EAST-WEST MID-SECTION LINE A 
DISTANCE OF 2644.57 FEET TD THE EAST QUARTER CORNER OF SECTlDN 28, 
MONUMENED BY A G.LO. BRASS CAP; 

THENCE SOUTX MT01'17 EAST ALONG THE EAST LINE OFTHE SOUTHEAST 
CLWTEFt OF SAID SECIION 28 A DISTANCE OF 2641.1 1 FEET TO M E  
SOUTHEAST CORFiER OF SECTION 28, BEING THE POINT OF BEGINNING; 

- - ,--.- - 

i'tiE ABOVE OESCRIPnON EASED ON AN ALTA SURVEY BY SOUi'WWESTERN 
STATES SURVENNG, INC- DATED JUNE 28,2004, JOB NUhfEER 240694. 



ATTACHMENT C 

Blessing Chukwu 

From: 
Sent: 
TO: 
Subject: 
Atpchments: 

Garry Hays cghays@lawgdh.com> 
Wednesday, July 23,2014 1:57 PM 
Blessing Chukwu 
CCWC Deletion W-03510A-13-0397 
LPSK LTR to Hardcastle 12-11-13.pdf 

Ms. Chukwu, 
Please find attached a letter that was sent from my client to Bob Hardcastle of CCWC. I am sending you this letter as a 
supplement to Sta f fs  first set of data requests in the above referenced docket. 
Thank you 
Garry 

garry hays 

Garry Hays 
Law Offices of Garry Hays PC 
1702 E Highland Ave. Suite 204 
Phoenix, Arizona 85016 
602-308-0579 office 
480-329-6143 cell 

Note: This e-mail message and/or any attachments may be confidential and subject to attomey/client privilege. Use or 
dissemination of the message or any attachments by anyone other than the intended recipient is strictly prohibited and 
may violate federal or state law. If you are not the intended recipient, please immediately notify the sender and destroy 
the message, attachment(s), and all printed copies thereof. Thank you for your cooperation. 

1 



Lake Pleasant 500, L.L.C. 
17700 N. Pacesetter Way, Suite 100 

Scottsdale, AZ 85255 
480.348.1 118 

December 11,2013 
VIA EMAIL TO RTH@BROOKEUTILITIES.COM AND REGULAR MAIL 

Mr. Robert T. Hardcastle 
Brooke Utilities, Inc. 
P.O. Box 822 18 
Bakersfield, California 93380-22 18 

Re: Circle City Water Co. CC&N 

Dear Bob: 

1 am writing in response to the application Circle City Water Company [“CCWC”] 
filed at  the Arizona Corporation Commission (“Commission”) that requested a 
deletion of the Certificate of Convenience and Necessity (“CC&N) covering the 
Warrick 160 and Lake Pleasant SO00 LLC (“LPSK) property. I was extremely 
disappointed by your filing. As you are aware, LP5K intends to move forward with 
the development and is adamantly opposed to the deletion of the CC&N. 

This letter will formally serve as a reiteration of the Request for Service letter 
received by CCWC on September 30, 2004 from LP5K. I advised you, in an email 
dated July 10,2013 that LPSK intended to move forward and did not want the CC&N 
deleted. As you are aware, LPSK has a Water Facilities Agreement (“WFA”) with 
CCWC and has met its contractual obligations under the WFA. In fact, in accordance 
with Section 11, paragraph 5 of the WFA, LP5K paid CCWC $67,782.61 on July 18, 
2013. This payment was made and received when you were fully aware of LP5K’s 
intentions. While you have attempted to get LP5K to sign a termination agreement, I 
have advised you numerous times that LP5K and its development partners are 
moving forward with this project. 

LP5K will be filing an application for leave to intervene and will explain to the 
Commission the need for service and the desire to keep the CC&N in place. LP5K is 
ready and willing to present its case in front of the Commission. If there is any way 
we can resolve this matter without wasting the Commission’s resources, please feel 
free to call me. 

LAKE PLEASANT 5000 L.L.C., 
By: Harvard SK, L.L.C., its Manager 

mailto:RTH@BROOKEUTILITIES.COM
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BEFORE THE OFFICE OF ADMINISTRATIVE HEARINGS 

In the Matter of: 

Maricopa Ambulance, LLC 

) Docket No. 20 1 SA-EMS-0 190-DHS 
1 (EMS No. 4004) 

) NOTICE OF HEARING AND 
) APPOINTMENT OF ADMINISTRATIVE 
) LAWJUDGE 

1 

) 
) 

Applicant. 

PURSUANT TO an application filed on November 7, 2014 (“the Application”), 

Maricopa Ambulance, LLC (“Applicant”) requests that the Director of the Arizona Depaitment 

of Health Services (“ADHS” or “Department”) issue the Applicant an initial Certificate of 

Necessity (“C.O.N.”) for ground ambulance seivice. The Applicant proposes to provide 

immediate response transpoi-ts, scheduled interfacility and convalescent ambulance transports. 

The proposed service area iiicludes all of Maricopa County, with the exception of those 

zeographic areas covered by the Certificates of Necessity of Buckeye Valley Rural Volunteer 

Fire District (C.O.N. No. S), Fire District of Sun City West Ambulance Service (C.O.N. No. 

I14), Daisy Mountain Fire District (C.O.N. No. 105), Sun Lakes Fire District (C.O.N. No. 12), 

Lifeline Ambulance Service Inc. (C.O.N. No. 62) and Superstition Fire & Medical District 

:CON, No. 137). The Applicant proposes to provide Advanced Life Suppoit and Basic Life 

3uppoi-t services twenty-four hours per day, seven days per week. 

ADHS, acting through the Bureau of Emergency Medical Services and Trauma System 

:BEMSTS”), is the agency within the State of Arizona empowered to administer a statewide 

;ystem of emergency medical services, which includes the ceitification and regulation of all 

evels of emergency medical care technicians (“EMCTs”) and the certification and regulation of 

mbulaiice services in Arizona. ADHS’ authority to consider this application for an initial 

Z.O.N. is established under the provisions of Title 36, Chapter 21.1 of the Arizona Revised 

Statutes (‘A.R,S.”) $9 36-2201 -2264, and Arizona Administrative Code (“A.A.C.”) R9-25-901, 

-1- 
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el. seq. and A.A.C. R9-25-1101 et seg. Those statutes and regulations require that, before an 

Applicant can operate an ambulance service in Arizona, it must be granted a C.O.N. by the 

Director of ADHS (“Director”). 

YOU ARE HEREBY NOTIFIED that the Office of Administrative Hearings, on 

behalf of the ADHS will conduct a prehearing conference on June 8,2015 (1 1:00 am. - 12:OO 

p.m.) and a hearing on August 3, 2015 through August 7,2015 (8:OO a.m. to 5:OO pm.) in the 

Office of Administrative Hearings’ conference rooin located at 1400 West Washington, Suite 

101, Phoenix, Arizona 85007, to consider the following issues related to this application: 

A. Whether public necessity requires the service or any part of the service proposed by 

h e  Applicant, and if such service would be in the public’s best interest, as required by A.R.S. 6 

36-2233(B)(2), and A.A.C. R9-25-903. 

€3. Whether thc Applicant is fit and proper to provide the services proposed, as required 

by A.R.S. 3 36-2233(B)(3). Fit and proper means that the Director determines that the 

Applicant has the expertise, integrity, fiscal competence and resources to provide the proposed 

ambulance service in the proposed service area. A.R.S. 6 36-2201(21). 

C. Whether the Applicant’s proposed service area as set forth below is in the best 

interests of the public, or if some other service area should be granted by the Director, as 

required by A.R.S. 5 36-2232(A)(3), A.R.S. 8 36-2233(B)(2), A.R.S. 9 36-2233(E), A.A.C. R9- 

25-902 and A.A.C. R9-25-903. 

Proposed Service Area (in accordance with A.R.S. 8 36-2233(E)(2)): 

Maricopa County, with the exception of those geographic areas covered by the 

following municipallgoverrunent entitylfire district CeiMicates of Necessity: 
1 

1. Buckeye Valley Rural Volunteer Fire District (C.O.N. No. 8) 

2. Fire District of Sun City West Ambulance Service (C.O.N. No. 114) 

3 ,  Daisy Mountain Fire District (C.O.N. No. 105) 

4. Sun Lakes Fire District (C.O.N. No. 12) 

22 

23 

24 

25 
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5. Lifeline Ambulance Service Inc. (C.O.N. No. 62) 

6. Superstition Fire & Medical District (C.O.N. No. 137) 

The geographic area Maricopa Ambulance requests in its C.O.N. Application does 

overlap the C.O.N. service area covered by Phoenix Fire Department (C.O.N. No. 

76), American Medical Response of Maricopa, LLC (C.O.N. No. 136) and all 

C.O.N. service areas covered by the RuraI/Metro and its subsidiaries: Canyon State 

Ambulance (C.O.N. No. 58), Southwest Ambulance and Rescue of Arizona (C.O.N. 

No, 66), Southwest Ambulance-Maricopa (C.O.N. No. 86), Rural Metro Coip- 

Maricopa (C.O.N. No. 109)’ Corn Trans Ambulance Service, IC. (C.O.N. No. 46), 

Professional Medical Transport, Inc. (C.O.N. No. 71) and American Ambulance 

(C.O.N. No. 75). 

D. Whether the applicant’s proposed rates and charges, as set forth below, are just, 

seasonable, and sufficient or whether other rates and charges should be granted by the Director, 

is required by A.R.S. $9 36-2232(A)(l) and 36-2239; A.A.C. R9-25-902, A.A.C. R9-25-903 

ind A.A.C. R9-25-1101 et. seq. 

Proposed rates and charges: 

i. Advanced Life Support Base Rate $880.51 

ii. Basic Life Suppoi-t Base Rate $784.33 

iii. Mileage Rate (Per Loaded Patient Mile) $18.26 

iv. Standby Waiting Charge (per hour) $196.08 

v. Subscription Service NONE 

vi. Disposable supplies, medical supplies Per A.R.S. 5 36-2239(D) and 

and medication, and oxygen related costs A.A.C. R9-25-1109 

E. Whether the type and level of sei-vice proposed by the Applicant is in the best 

interest of the public, as required by A.R.S. $ 36-2201(1 l)(b)-(c); A.A.C. R9-25-903(A)(4), 

:B), (C), and R9-25-901(26) and (51). 

-3 - 
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F. Whether the response times proposed by the Applicant are in the best interest of the 

public, as required by A.R.S. 5 36-2232(A)(2), A.R.S. 0 36-2233(B)(2), A.A.C. R9-25-901(35) 

and (36), A.A.C. R9-25-902 and A.A.C. R9-25-903, and A.A.C. R9-25-906. 

Proposed Response Times: 

I. For any of the Cities within Maricopa County where Maricopa Ambulance 

has a filed suboperation station with ADHS-BEMSTS, the following fractal 

response times will apply: 

a. Ten (10) minutes on ninety (90) percent of all ambulance calls. 

b. Fifteen (1 5) minutes on ninety-five (95) percent of all ambulance calls. 

c. Twenty (20) minutes on one hundred (100) percent of all ambulance 

calls. 

11. Otherwise 

a. Ten (I 0) minutes on eighty (80) percent of all ambulance calls. 

b. Fifteen (1 5) minutes on ninety (90) percent of all ambulance calls. 

c. Twenty (20) minutes on one hundred (100) percent of all anibulance 

calls. 

G. Whether the Applicant has addressed or will provide the necessary information set 

forth in A.A.C. R9-25-902 and as required by A.R.S. $36-2233. 

H. If the initial C.O.N. is approved, will the C.O.N. holder begin using e-PCR 

technology? 

I. If  the initial C.O.N. is approved, will the C.O.N. holder begin submitting e-PCR data 

to the AZ-PIERS system? 

3. If the initial C.O.N. is approved, will the C.O.N. holder fully participate in the 

Premier EMS Agencies program? 
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K. IC the initial C.O.N. is approved, will the C.O.N. holder: fully participate in Bureau 

3f EMS and Trauma System quality improvement initiatives including but not limited to 

SHARE: and E.P.1.C.-TBI? 

L. If the initial C.0.N is approved, will the C.O.N. holder have at least one (1) 

manager attend and participate in the Arizona Emergency Medical Services Council, in 

Arizona’s Central Regional Council (Arizona Emergency Medical System)), and in the Arizona 

Ambulance Association? 

Details of the Applicant’s request are open to the public and are contained in its 

3pplication on file with the Clerk of the Department, Office of Administrative Counsel and 

Rules, Arizona Department of Health Services, 1740 West Adams, Room 203, Phoenix, 

Arizona 85007. 

YOU ARE ADVISED that the hearing will be conducted under the authority of, and in 

accordance with Arizona Revised Statutes Title 36, Chapter 21.1 and Title 41, Chapter 6, 

Article 10, and A.A.C. Title 9, Chapter 25, Articles 9 and 1 1 .  

YOU ARE FURTHER ADVISED that failure to appear at the scheduled hearing may 

result in the administrative law judge dismissing the matter or otheiwise deciding the case 

against you. 

THE OFFICE OF ADMINISTRATIVE HEAXUNGS has appointed Diane Mihalsky, 

Office of Administrative Hearings, 1400 West Washington, Suite 101 , Phoenix, Arizona 

85007, as administrative law judge, to conduct such hearings and issue such orders, pursuant to 

the Office of Administrative Hearings’ procedural rules and the procedural ides that the 

administrative law judge deteimines are necessary to properly adjudicate the above captioned 

matter. Information regarding procedures, practice pointers, online filing of motions, such 

as making requests to appear telephonically is available through the Office of 

Administrative Hearings’ website at www,azoah.com. 
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In accordance with A.R.S. 0 41-1092.08, the administrative law judge shall submit to 

he Director, a written recommendation, including proposed findings of fact, conclusions of the 

aw and recommended decision regarding the disposition of this matter. 

The original of all correspondence and pleadings to be filed in tlie matter should be 

jirected to the Office of Administrative Hearings, 1400 West Washington, Suite 10 1, Phoenix, 

42 85007, with copies to all other parties and to the agency at the address listed below. 

Persons with a disability may request a reasonable accomniodation, such as a sign 

anguage interpreter, by visiting www.azoah.com and submitting an on-line motion, by mail 

o tlie Office of Administrative Hearings, 1400 West Wasliington, Suite 101, Phoenix, Arizona 

$5007, or by calling (602) 542-9826. Requests should be made as early as possible to allow 

irne to a ~ a n g e  the accommodation. 

' Director's Designee 
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3riginal filed this 20"' day of April, 20 15, with: 

Zlerk of the Department 
4rizona Department of Health Services 
1740 W. Adams, Room 203 
Phoenix, AZ 85007 

Copy of the foregoing sent by certified mail, return receipt 
requested this 21'' day of April, 2015 to: 

Bryan Gibson 
MARICOPA AMBULANCE, LLC 
23200 N Pima Rd. Ste 101 
Scottsdale, AZ 85255 

Copies of the foregoin sent by interdepartmental mail 
3r regular mail this 21 day of April, 201 5 to: sg 

Bryan Gibson 
MARICOPA AMBULANCE, LLC 
23200 N Pima Rd. Ste I01 
Scottsdale, AZ 85255 

Cara Christ, Deputy Director 
ADHWPublic Health Services 
150 N. llifh Ave., Suite 510 
Phoenix, AZ 85007 

Don Heii-ington, Assistant Director 
ADHS/Public Health Services 
150 N. 18'" Ave., Suite 505 
Phoenix, AZ 85007 

Todd Jaramillo, MHA 
Ambulance Services, Certification, & Enforcement Manager 
ADHS/Bureau of Emergency Medical Services & Trauma System 
150 N. 1 8'h Avenue, Suite 540 
Phoenix, Arizona 85007-3248 
Telephone: (602) 364-3 165 
FAX: (602) 364-3567 

Kevin Ray, Patricia LaMagna, 
and Laura Flores 
Ofice of the Attorney General 
1275 W. Washington 
Phoenix, AZ 85007 
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lebbie Johnson, Director, Vice President, Advocacy 
bizoiia Hospital and Healthcare Association 
!800 N. Central Ave., Suite 1450 
?hoenix, AZ 85004-1051 

dictoria Burns 
SHCCCS, MD 6600 
?.O. Box 25520 
'hoenix, AZ 85002 

Vancy Bonnell, Unit Chief 
Sntitrust Unit 
Iffice of the Attorney General 
1275 W. Washington 
'hoeiiix, AZ 85007 
relephone: (602) 542-7768 
'AX: (602) 542-9088 

VIike Duran, Fire Chief 
3uclceye Valley Rural Volunteer Fire Dist. dba 
3UCKEYE VALLEY VOLUNTEER RESCUE UNIT 
'.O. Box 75 
3uckeye, AZ 85326 

Zobert Biscoe, Fire Chief 
:ire District of Sun City West dba 
TIRE DISTRICT OF SUN CITY WEST AMBUL. SERVICE 
18818 N. Spanish Garden Dr. 
Sun City West, AZ 85375 

VImC Nichols, Fire Chief 
IAISY MOUNTAIN FIFE DISTRICT 
515 E. Carefiee Highway, PMB 385 
'hoenix, AZ 85085 

?ad S. Wilson, Fire Chief 
SUN LAKES FIRE DISTRICT 
15020 S. Alma School Rd. 
Sun Lakes, A 2  85248 

3Ienn Kasprzyk,COO 
LIFE LINE AMBULANCE SERVICE, INC. 
1099 W. Iron Springs Rd, 
Jrescott, AZ 86305 

- 8- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

?amela Wayne, Ambulance Billing Supervisor 
3ty  of Phoenix dba 
2ITY OF PHOENIX ETS 
'EMERGENCY TRANSPORT SYSTEM) 
i50 S. 12th St. 
'hoenix, AZ 85034 

riin Roeder, Director of Compliance 
WM Arizona Holdings, INC. 
iba CANYON STATE AMBULANCE 
iba Payson Medical Transport 
jba Lifestar EMS 
222 E. Main St. 
Mesa, A 2  85201 

John P. Karolzak, Vice President of Operations-Arizona 
Southwest General, Inc. dba 
SOUTHWEST AMBULANCE 
AND RESCUE OF ARIZONA 
222 E. Main St. 
Mesa, A 2  85201 

John P. T<arolzak, Vice President of Operations-Arizona 
Southwest General, Inc. dba 
SOUTHWEST AMBULANCE (MARICOPA) 
222 E. Main St. 
Mesa, AZ 85201 

John P. Karolzak, Vice President of Operations-Arizona 
RURAL/METRO CORP. (MARICOPA) 
dba Rural/Metro Ambulance Service 
222 E. Main St. 
Mesa, A2 85201 

Jim Roeder, Director of Compliance 
Corntrans Ambulance Service dba 
AMERICAN COMTRANS 
222 E. Main St. 
Mesa, AZ 85201 

Jim Roeder, Director of Compliance 
AMERICAN AMBULANCE 
222 E. Main St. 
Mesa, A2 85201 

Jim Roeder, Director of Compliance 
PROFESSIONAL MEDICAL TRANSPORT, INC (PMT) 
222 E. Main St. 
Mesa, A2 85201 
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3len.n Kasprzyk, General Manager 
AMERICAN MEDICAL RESPONSE OF 
MARICOPA, LLC 
1009 W. Iron Springs Rd. 
Prescott, A2  86305 

Paul Bourgeois, Fire Chief 
SUPERSTITION FIFE & MEDICAL DISTRICT 
565 N. Idaho 
Apache Junction, A2  85 11 9 

Thomas Birch, Fire Chief 
Black Canyon Fire District dba 
BLACK CANYON FIRE DEPARTMENT ' 

P.0. Box 967 
Black Canyon City, AZ 85324-0967 

Lonnie Guthrie, Service Director 
AJO AMBULANCE, JNC. 
1850 N. Ajo-Gila Bend Hwy 
Ajo, AZ 85321 

Fred Baldridge, Fire Chief 
Town of Gila Bend dba 
GILA BEND WSCUE/AMBULANCE 
P.O. Box A 
Gila Bend, A2  85337 

John Valentine, General Manager 
RIVER MEDICAL, XNC. 
415 El Camino Way 
Lake Havasu City, AZ 86403 

John P. Rarolzak, Vice President of Operations-Arizona 
RURAL/METRO CORP. (YUMA) 
222 E. Main St. 
Mesa, AZ 85201 

John P. ICarolzak, Vice President of Operations-Arizona 
SOUTHWEST AMBULANCE 
OF CASA GRANDE, N C .  
222 E. Main St. 
Mesa, A 2  85201 

Dominic "Nick" Renon, Fire Chief 

4280 E. Broadway 
Claypool, AZ 85532 

TRY-CITY FIRE DISTRICT AMBULANCE SERVICE 
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Steven Holt, Fire Chief 
TONTO BASIN FIRE DISTRICT 
P.O. Box 48 
Tonto Basin, A2 85553 

Richard Nix, EMS Chief 

P.O. Box 958 
291 18 E. Los Angeles 
Wellton, A 2  85356-0958 

TRI-VALLEY AMBULANCE SERVICE, INC. 

Jim Jobusch, Fire Chief 
Town of Gilbert dba 
GILBERT FIRE AND RESCUE DEPARTMENT 
85 E. Civic Center Dr. 
Gilbert, AZ 85296 

Ron Knight, Fire Chief 
Town of Queen Creek dba 
QUEEN CmEK FI1E AND MEDICAL DEPARTMENT 
22358 Ellsworth Rd. 
Queen Creek, AZ 85 142 

Greg Ruiz, Fire Chief 
City ofTempe dba 
TEMPE FIRE MEDICAL RESCUE 
PO Box 5002 
Tempe, AZ 85280 

Michael Thompson, Chief 
Sun City Fire District dba 
SUN CITY FIRE AND MEDICAL DEPARTMENT 
18602 N. 9gth Ave. 
Sun City, A285373 

Mark Burdick, Fire Chief 
GLENDALE FIIU3 DEPARTMENT 
6829 N 58‘” Dr. 
Glendale, A 2  85301 

Thomas Abbott, Fire Chief 

14250 W. Statler Plaza, Ste. 101 
Surprise, A 2  85374 

SURPRISE FIRE-MEDICAL DISTRICT 
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Harry Beck, Fire Chief 
MESA FIRE & MEDICAL DEPARTMENT 
13 W. lSt St. 
Mesa, AZ 85201 

Bob Costello, Fire Chief 
City of Buckeye dba 

21699 W. YumaRd., Ste. 101 
Buckeye, AZ 85326 

ciry OF BUCKEYE FIRE - MEDICAL - ESCUE DEPARTMENT 

Neal Thomas, Manager 
Al3C AMBULANCE, LLC 
2336 E. Magnolia St. 
Phoenix, AZ 85034 

Diane Mihalsky, Administrative Law Judg 
Office of Administrative Hearings 
1400 W. Washington, Suite 101 
Phoenix, AZ 85007 
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Brooke Utilities, Inc. 
Monthly Financial Package 

July 31st, 2015 

REPORTS INCLUDED: 

0 Balance Sheet: 

o Brooke Utilities, Inc. 
o Brooke Water Co. 
o Circle City Water Co. 

0 Income Statement by Object: 

o Brooke Utilities, Inc. 
o Brooke Water Co. 
o Circle City Water Co. 

0 Vacancy Report 

Consumption Report 

Workpapers 

Brooke Utilities 

Receivables 
o Other Receivables 
o Notes Receivables 

Prepaids 
o Prepaid Insurance 
o Prepaid Charges and Fees 

Accounts Payable 
o Accounts payable report 



Accrued liabilities 
o Wages payables 
o Bonus payable 

Brooke Water 

0 

0 

0 

0 

0 

0 

Circle City 

CAP X AFE Report 
Receivables 

Prepaids 
Prepaid Water Contract Charges 
Prepaid Insurance 

Accrued liabilities 
Customer Security Deposits 
Meter Deposits 

Cap X AFE Report 
Receivables 

Prepaids 
Prepaid Water Contract Charges 
Prepaid insurance 

Accrued liabilities 
Customer Security Deposits 
Meter Deposits 

Truck Mileage Report 

Overtime Report 

Call Center Metrics 

Cash Disbursement Journal 



Useful links: 

WorkOrdersb htt~://web~ortal/buiNVork%2OOrders/Forms/Allltems.as~x?RootFolder=~02fbui~~2f 
Work%200rders%2NVork%200rders%2fYear%2f2014&FolderCTI D=&View=%7bEl D9D337%2 
dBBF0%2d4B64%2dBC52%2dOCDDI 0707EDOY07d 

AFE b 
htt~://weboortal/ACCTG/fixedassets/Authorization%20for%20Ex~enditure/Forms/AIlI tems .asDx 

Serviceorder, 
http://webportal/bui/Service%2OOrders/Forms/Allltems,aspx?RootFolder=%2fbui%2fService%2OOrders 
%2f2014&FolderCTlD=&View=%7b66CF2D4C%2dE4O6%2d44E6%2dBO49%2dDCFEDE916FFF%7d 

http://webportal/bui/Service%2OOrders/Forms/Allltems,aspx?RootFolder=%2fbui%2fService%2OOrders


Circle Citv Co.. LLC 
Balance Sheet 

WATER UTILITY PLANT 
Utility Plant in Service 
Less: Accum Depreciation I3 Amortization 

WATER UTILITY PLANT, NET 

OTHER UTILITY ASSETS 

CURRENT ASSETS 
Cash and Equivalents 
Cash Payable to BUI 
Receivables 
Prepaid and Other 

TOTAL CURRENT ASSETS 

TOTAL ASSETS 

EQUITY 

Partners Capital 
Current Year Net Income (Loss) 

TOTAL EQUITY 

CURRENT LIABILITIES 
Notes Payables - BUI 
Taxes Payables 
Accrued Liabilities 

TOTAL CURRENT LlABLlTlES 

DEFERRED CREDITS 
Unearned Revenue 
Contributions in Aid of Construction (CIAC) 
A/A Contribution in Aid of Construction 

TOTAL DEFERRED CREDITS 

LONG TERM DEBT 

TOTAL LIABILITIES & EQUITY 

ASSETS 

LIABILITIES AND EQUITY 

0713 111 5 

$609,050 
(275,675) 

333,375 

10,614 
(33,730) 

521 
36,202 

13,607 

$346,982 

(712,847) 
(54,710) 

(767,557) 

872,765 
1,611 
6,510 

880,886 

3,010 
286,611 
(55,967) 

233,653 

$346,982 

12/31/14 

$6 0 9,0 5 0 

350,992 
0 

49,806 
(41,011) 

2,862 
44,300 

55,958 

$406,950 

(634,774) 
(78,073) 

(7 12,847) 

872,765 
0 

6,231 

878,995 

1,972 
286,611 
(47,781) 

240,801 

$406,950 



Ob'e 
Julv 31, 2015 

OPERATING R EVENUE 
Metered Sales Residenttal 
Metered Sales Commercial 
Establishment Charge 
Late Fees 
Other Revenues 

IOTAI, OPERATING REVENUES 

Payroll taxes - FICA 
Payroll taxes ~ Medicare 
Payroll taxes - FUTA 
Payroll taxes - SUI 
Benefits - Workers Compensation 
Benefits - Heaith Insurance 
Benefts ~ Life Insurance 
Properly Taxes 
Gas/ElectricW 
Water/Sewer 
TeJephone 
Other Communications 
Travel - Commercial 
Airplane Rental 
Travel - Rental Cars 
Travel - Gasoline and Oil 
Meals 
LODGING 
Office Supplies 
Postage and Freight 
Utilities Plant - Mains 
Utilities Plant - Meters 
Utilities Plant - Storage Tanks 
Utilities Plant - Wells &Springs 
Small Tools and Equipment 
Aaount Analysis Fees 
Network Access Fees 
Tech Support Fees 
Contractual Services - Lightstorm S.A 
AdveNsing and Promotion ~ Newspaper 
Organiatiin & Memberships Dues 
Software License Fees 
Licenses and Permits 
Write off 
Materiak and Supplies 
Regulatory Water Testing 
Sales tax Expense 
Property and Casualty Insurance 
Management Fees 
Purchased Water 

TOTAL OPERATING EXPENSES 

LAST LAST CURRENT 
YEAR YTD YTD JUL 2015 JUN 2015 MAY 2015 APR 2015 

$57,666 $35,962 $29,560 $4,910 94,619 $4,385 $4,279 
1,690 1,030 1,200 100 100 109 214 

775 475 275 25 0 50 50 
89 68 41 9 10 8 7 
50 so 100 100 0 0 0 

60,270 37,585 31,177 5,144 4,730 4,551 4,550 

5,503 3,988 4,943 755 833 537 604 
480 264 301 177 124 0 0 
339 241 306 56 57 31 36 
79 56 71 13 13 7 8 
7 7 9 0 0 0 1 

29 29 40 0 0 
75 56 69 12 9 

987 715 671 73 75 
11 

2,762 
9,575 

223 
256 
173 
569 
621 
63 

1,389 
137 
270 
55 

1,470 
2.686 

8 
2,113 
5,337 

223 
164 
97 

513 
0 

63 
813 
137 
270 

10 
1,611 
5,493 

0 
51 
40 

357 
459 
88 

202 
11 
0 

2 1 
230 230 
974 859 

0 0 
0 15 
0 40 

357 0 
0 0 
0 0 
0 0 
0 0 
0 0 

0 7 
7 13 

83 115 

55 12 
786 1,506 

1,317 1.089 

0 
142 

0 
504 504 0 0 0 0 0 

0 0 580 0 580 0 0 
0 0 1,090 0 0 0 1,090 

11 11 0 0 0 0 0 
1,166 656 425 60 52 51 68 

102 64 91 13 12 11 12 
83 0 583 83 83 83 83 

4,581 2,732 2,095 305 585 0 334 
528 0 0 0 0 0 0 
274 274 0 0 0 0 0 

1,000 583 0 0 0 0 0 
1,070 0 0 0 0 0 0 

0 0 0 0 
0 0 

347 236 (111) 
773 773 0 0 0 

1,914 1,006 2,136 15 15 (179) 1,850 
5 5 0 0 0 0 0 

795 507 424 61 61 61 61 
1,833 1,167 1,167 167 167 167 167 

0 0 177 0 0 177 0 
42,745 25,771 25,994 3,495 5,030 2,250 6,259 

0 
333 
885 

1 
230 
83 2 

0 
12 
0 
0 
0 
0 
0 
0 
0 
0 

139 
0 

2 
230 
780 

0 
0 
0 
0 

459 
88 

102 
11 
0 
0 

138 
0 

EARNINGS BEFORE INCOME TAX, 17,525 11,814 5,182 1,649 (300) 2300 ( 1,709) 

Depreciation &Amortization 16,955 9,435 9,431 1,152 1,308 1,310 1,417 

INCOME (LOSS) FROM OPERATIO 570 2,379 (4249) 497 (1,608) 991 (3,125) 

-E EXPENSE) 
CAP Water Contract Expenses 78,640 45,873 50,461 7,209 7,209 7,209 7,209 
Interest Expense (2) (1) 0 0 0 0 0 

TOTAL OTHER INCOMES(EXPENS 78,642 45,875 S0.461 7.209 7,209 7.209 7,209 

NET INCOME (LOSS) ($78,073) ($43,495) ($54,710) ($6,7 12) ($8,817) ($6,218) 2 $ 10,334) ----- 
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Circle City Water Co., LLC 
Balance Sheet Account Reconciliation 
Account 1400.10 - Prepaid CAP Water Contract Charges 
July 31st, 2015 

FEB2015 - $0.00 ($7,208.67) ___ Monthly Amortization - $28,834.70 
MAR2015 $0.00 ($7,208.67) Monthly Amortization $21,626.03 
APR2015 - - - .  . _.  _ _ _  $0.00 ($7,208.67) _.____ Monthly Amortization $14,417.36 
MAY2015 - . . - - -. $43,252.00 ___ ($7,208.67) Monthly Amortization $50,460.69 
JUN2015 - - . . _ _  - - $0.00 ($7,208.67) Monthly Amortization $43,252.02 
JUL2015 ---- - - -- $0.00 __ ($7,208.67) Monthly Amortization _- $36,043.35 
AUG2015 _ _  ____ - - -- ---- . . - $0.00 _ _  $0.00 ~ Monthly Amortization - $36,043.35 
SEP2015 - - . .-. __ - $0.00 $0.00 _____ Monthly Amortization $36,043.35 

$36,043.35 OCr2015 . $0.00 $0.00 Monthly Amortization 
NOV2015 - - $0.00 $0.00 Monthly Amortization $36,043.35 

$0.00 Monthly Amortization $36,043.35 DEC2015 

_________ 

I_____ 

-__ $0.00 _ _ _  

$43,252.00 ($50,460.69) G / L $3 6,043.35 
26.01.7171.00 Difference $0.00 
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Circle City L.L.C 
Balance Sheet Account Reconciliation 
Account 2500.20 - Customer Security Deposit 
July 31st, 2015 

17-CC $3,361.92 $53.00 $0.00 $3,414.92 
ccco $3,361.92 $53.00 $0.00 $3,414.92 

TOTAL $3,363.92 $53.00 $0.00 $3,414.92 



Circle City L.L.C 
Balance Sheet Account Reconciliation 
Account 2500.21 - Refundable Meter Deposit Summary 
Jury 31st, 2015 

17-CC $3,095.00 $0.00 $0.00 $3,095.00 
ccco $3.095.00 $0.00 $0.00 $3.095.00 
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